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THE MARGIN is a border of 
white space surrounding the 
body of every letter. It serves 
as a frame to give eye appeal 
and pleasing emphasis, 

With Macic Margin, the op- 
erator can instantly, auto- 
matically arrange both left 
and right margins to fit the 
size of the letter. Thus, the 
thoughts conveyed are made 
clearer, more effective, andthe 
letter itself is better-looking. 
Many other advantages! 
The uses of MAGIC Margin 
are varied and really go be- 
yond this framing of let- 
ters, At the touch of the op- 
erator’s finger, she can (1) 
indent paragraphs and quo- 
tations for special emphasis; 


points in an attractive pat- 
tern; (3) set up and address 
the envelope. 


Saves time and effort 
...increases efficiency! 
Besides these advantages that 
“make every letter better,” 
MAGIC Margin makes short 
work of complex forms .. . 
invoices, briefs, envelopes, in- 
dex cards. Offices everywhere 
report far greater efficiency! 
Compare the Work! 
Try the New Royal immedi- 
ately. Judge its value in 
terms of actual results... 
Royal Typewriter Company, 
Inc., 2 Park Ave., New York. 


CALL ROYAL 
For THE DESK TEST 
It costs nothing proves 
everything. No obli- 
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BUSINESS AMERICA has acclaimed MAGIC Margin as 
the most sensational improvement in typewriter his- 
tory. WHY? What could business men know about the 
mechanics of typewriters? How could they realize 
what hand-set margins had meant to the typist—the 
time and energy wasted in wrestling with “stops”? 
These executives could only judge by results. And 
their enthusiasm sprang from the simple fact that 
MAGIC Margin—helped to make every letter better! 


AN AMAZING SUCCESS STORY! 


Royal engineers knew how operators would hail 
this new and exclusive patented device that sets mar- 
gins accurately, automatically, by the flick of a 
finger. But something more happened... 
By freeing the typist’s hands from irksome margin-set- 
ting, MAGIC Margin freed her imagination. Letters took 
on a new character. At once the little lever on the car- 
riage of the New Royal became an executive matter 
.. and executives everywhere began to ask their secre- 
taries about it—how it operated, exactly what it did. 


THE DESK TEST answers every question 


Ask for it . . . in your office. It costs nothing, dem- 
onstrates everything ... MAGIC Margin, and all the 
many other exclusive Royal features. 


(2) set up any series of gation. 


* Trade-mark Reg. U. S. Pat. Office 


WORLD'S NO. 1 TYPEWRITER 





Copyright 1940, Royal Typewriter Company, Inc, 
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This New Electric Automatic 
Feed D-44 heads the Ditto 
liquid duplicator line. Ditto 
also offers a complete line 


of gelatin duplicators. 
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WHEN office people first discover what Ditto really does—they feel 


as if additional help had been hired. Here is why: Business moves 
on forms, and in practically every single office function, the bright, 
clean-cut, Ditto-made forms cut human error, save human effort, and 
speed the job from 20 to 60%. From sales department, through pay- 
roll and accounting, out into the factory, Ditto and the brightly 
printed Ditto forms serve everybody, all day, every day. 

And the new D-44 is the prince of duplicators. Up to 500 crisp 
copies from one original, without type or stencil. ..70 copies a 
minute ...on any stock...in one to 4 colors at once... But you 
will have to see the work itself, and examine the Ditto office 
methods, to realize Ditto’s great usefulness. Send for free litera- 
ture and actual forms in use today. They have opened the door to 


increased personal opportunity for many! 


FR E E! Actual samples of accounting 
forms, bulletins, order and billing sets in 
use today, and revealing literature for 
management. Use_ coupon! ACCOUNT- ORDER 
ANTS: Get ““The New Trend in Account- eat 
ing—Order-Billing.” Authoritative, wr 4 SHR 
useful—free, Cr adie 


DITTO, Inc. 
2250 W. Harrison St., Chicago 
Gentlemen: Without obligation please send me: 
New D.-44 Data. 
“Copies—Their Place in Business” 
“A New Trend in Accounting—Order-Billing” 
Arrange a Ditto demonstration for me 


My Name 
Company 
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In addition to its regular enrollment of be- 
ginner students of accounting our institution 
is today training many men holding executive 
and semi-executive positions with large cor- 
porations. We are also providing staff-train- 
ing for the members of numerous important 
public accounting firms. We are serving many 
individual accountants whose daily work is so 
pressing that it prevents them from keeping 
up with the great mass of printed material 
bearing upon new tendencies in accounting. 
An increasingly large number of men with 


college degrees or with years of practical ex- 


perience behind them are turning to the I.A.S. 


PLEAD BILITY 





home-study plan, finding it a natural, logical, 
and simple method of training in phases of 
accounting not previously studied or for brush- 
ing up, from the modern viewpoint, on subjects 
once learned but now half-forgotten. The re- 
markable flexibility of I.A.S. training makes 
it possible for the subscriber to select a study 
program exactly fitted to his individual needs, 
with no waste of time on subjects in which he 
is not interested. Descriptive literature is avail- 
able, without cost or obligation, for distribution 
to those in your organization who would like 
information regarding I.A.S. training for be- 


ginners or for experienced accountants. 





INTERNATIONAL ACCOUNTANTS SOCIBTY, Inc. 
A Correspondence School Since 1903 


3411 SOUTH MICHIGAN AVENUE 
Oo, 
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In the Field of Controllership 


This month’s issue presents much food for thought. 


For instance, there is the problem whether companies generally shall 
comply with the request of the New York Stock Exchange that controllers 
sign published financial statements. January brought it to a head. It will 
be even more prominent in February. The method of handling this problem 


by companies generally will not be known for another month. See page 41. 


Foreign exchange accounting is in the minds of many controllers. Mr. 
Karl G. Clement treats it masterfully in his article on page 38. And much 
more information on this and related subjects is to go to controllers this 
month in a booklet published by The Controllers Institute of America, sum- 
marizing the points made in a recent conference of controllers, on War Prob- 


lems of Business. 


A fine assortment of miscellaneous questions on a wide variety of sub- 
jects, propounded by controllers, together with the replies to those questions 
as given by other controllers, is found in the article beginning on page 44. 
This material serves to indicate what was in the minds of controllers in late 


December. 


The eternal question of how controllers can best serve their manage- 
ments is given a new treatment by Mr. Herbert E. Holt, controller of the 


Palmer House, Chicago, in an article which begins on page 42. 


And as for the personnel problems of controllers, especially in the selec- 
tion of men for their own staffs, read the article by Mr. E. V. Batteurs, be- 


ginning on page 60. 


It is an interesting panorama. 


THE EDITOR 
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L-ditortal Comment 


PPEARING in the January issue of “Nation’s 
A Business” is an article bearing the somewhat 
challenging title, “Are Auditors Hard of Hearing?” 
The author summarizes the weaknesses in public au- 
diting practice which give latitude for collusive fraud 
such as took place in the much publicized McKesson 
& Robbins debacle and puts the public auditing pro- 
fession on the spot for its attempt to repair fences 
much on the principle of catching the unbridled 
horse after it scoots out of the stable door. Recog- 
nizing that irresponsible management may at will 
certify to valuations that the average balance sheet 
audit is not designed to validate for stockholder and 
public protection, the author further implies that the 
workday of a public auditor might well close with 
the prayerful appeal, “Dear God, please don’t give 
me a clever crook for a client.” 

Spiritually minded controllers appreciate this 
sentimental requirement of the auditor's position 
and in a moment of altruism could suggest supple- 
menting his daily devotions in some such words as, 
“Please fortify me with a controller who knows his 
job and accepts his responsibilities.” 

Realistically stated, the controller represents the 
first line of defense against crooked management. If 
the internal procedure which he creates and enforces 
for the benefit of his principal is not secure against 
wilful and fraudulent manipulation, and if he lacks 
sufficient intestinal fortitude to question manage- 
ment on valuations to which he must subscribe as a 
responsible officer of the business, then, in effect, the 
auditor is out on a limb and dependent upon prayer 
for his fee and his shirt. 

Public auditors should not be engaged to render 
an accounting with acceptance of responsibility for 
the valuations described in a corporate balance sheet. 
It is not within their province to act as proxy for 
management in the use of sound judgment, consist- 
ent method, or accurate presentation, all of which 
obligations fall upon the shoulders of the controller 
in well organized business practice. Lacking man- 


agement function and daily contact with the busi- 
ness, the auditor's activity is one of police work only 
and his certificate can be accepted as nothing more 
than an expression of judgment that the controller 
has been on the job. Anything beyond that which 
may be ascribed to the value of balance sheet cer- 
tification is calculated to befuddle the public and 
mislead those regulatory agencies naive enough to 
mark the public audit in any manner as a substitute 
for honesty of management or the vigilance of con- 
trollership. HENRY C. PERRY. 


ANY controllers, even members of The Con- 

trollers Institute of America, are heard occa- 
sionally to express surprise to learn that the re- 
sponsibilities and duties of a controller have been 
defined. 

The Controllers Institute of America defined 
them in 1933, and has added one duty to the list 
since that time. Copies of the list of duties and 
responsibilities of the controller, as defined by The 
Institute, are available upon request. 

One controller wrote recently: “There has been 
no law, or regulation, or custom with the force of 
law, to establish clearly the status of the controller. 
Until the status is thus established there can be no 
clear definition of the responsibilities and liabilities 
of the controller.” This controller is a member of 
The Controllers Institute of America. He has learned 
since, that the duties of a controller have been de- 
fined, not only by The Institute, but by hundreds 
of companies, many of which have used the defini- 
tion prepared by The Institute as a basis for their 
own definitions, in by-laws or resolutions of boards 
of directors. 

If some controllers are themselves still in the dark 
about their responsibilities and duties it is not at all 
surprising that thousands of company presidents, 
chairmen of boards, other executives, and directors, 
are in ignorance concerning these duties, and have 
not modernized their companies’ setups. 
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Controllers are naturally conservative about 
bringing these things to the notice of their company 
presidents. 


| Tacos of economy which frequently sweep 
over a business concern sometimes bring about 
situations which in the end prove more costly and 
expensive to the company than the conditions which 
existed before the so-called economies were put into 
effect. This applies particularly to the accounting 
and auditing departments. 

If a company’s auditing department is merely a 
skeleton, a job of auditing which will satisfy a public 
accountant can not be done as a part of the internal 
operations of the company. This means that the 
public accountants must attempt to do, in a brief 
period, a job of auditing which will satisfy them that 
all is well with the company’s assets. This of course 
means a higher fee to the public accountant than he 
could have expected if it had not been necessary for 
him to do a great deal of detailed auditing. Public 
accountants can not audit as cheaply as auditors em- 
ployed regularly by a business concern; and it may 
be added, they can not audit as thoroughly as com- 
pany auditors who are on the job continuously. It is 
therefore real economy to set up and operate a satis- 
factory system of internal checks and controls. Re- 
ports which come from various sources indicate that 
an amazing number of companies do not operate 
modern systems of internal checks and controls. 

Be it said to the credit of the public accounting pro- 
fession that public accounting firms in hundreds of 
instances have shown that they are more interested 
in seeing to it that modern controls and audit sys- 
tems are installed in business concerns than they are 
in the larger fees that will accrue to them if they are 
compelled to perform the auditing work themselves, 
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which might better have been done by company em- 
ployees. 

How often it happens that a Board of Directors or 
a top executive will find that information is needed, 
or a special investigation or examination must be 
made, to produce data which are not to be had from 
the records kept by the controller or auditor, with 
the result that an outside firm of accountants must 
be called in and given a free rein to make the ex- 
amination, the cost of which is far beyond what the 
expense would have been to maintain adequate staffs 
of accountants and auditors. 

Public accountants today are looking for safety 
first, and fees afterward. They know that they are 
on safe ground when they encounter a company 
which has a first class system of internal checks and 
controls—a modern internal auditing program. 
Their first task in making an audit is always to find 
out whether such a system is being operated under a 
competent controller. If such a situation is found, 
their job is more than half done. 

In many cases in which adequate internal auditing 
systems are not found, reliable public accountants 
make efforts to secure permission from the company 
to install such systems, even though they know it 
means fewer man hours for the public accountant in 
making the annual audit, and a smaller fee. 

Thus it appears that the relations between public 
accountants and business concerns have undergone a 
change in recent years. The controller now looms 
large in the plan of operations of the outside ac- 
countant, especially when the controller’s duties and 
responsibilities have been defined by resolutions or 
by-laws, and that official has been given authority 
commensurate with his responsibilities. 

A most encouraging trend, in the eyes of stock- 
holders and regulatory bodies. 
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Foreign Exchange Accounting 


Since last fall the depreciation in 
the value of foreign currencies as 
measured in United States dollars, 
particularly those of England, Can- 
ada and the other Dominions, has 
brought the problem of foreign ex- 
change accounting forcibly to the 
attention of controllers. Foreign 
exchange accounting can be defined 
for this article as the method of ac- 
counting treatment used to record 
foreign currency operations in the 
books of account, and the way in 
which to handle the conversion of 
such currencies into United States 
equivalents for profit and loss in- 
come and expense and balance sheet 
asset and liability purposes. 

This article is not intended to be 
a discussion of how to handle for- 
eign exchange in the light of recent 
circumstances attendant on the war 
and the uncertainty of conditions 
abroad. It is merely an exposition 
of one way which has been used for 
many years to handle the recording 
in the books, and which, in the opin- 
ion of the writer may be of interest 
because of its simplicity. 

As is the usual case in most ac- 
counting procedures there is more 
than one way in which to handle 





OREIGN exchange adjust- 

ments and accounting are pro- 
viding much food for thought by 
controllers. Mr. K. G. CLEMENT, 
of Vick Chemical Company, assist- 
ant to Mr. E. G. MICHAELS, con- 
troller of that company, kindly 
made available to this magazine a 
complete description of the pro- | 
cedure followed by that company. 
He has a foreign exchange adjust- | 
ment account, which is the key to 
the procedure. It is with pleasure 
that this material is presented. It 
will undoubtedly be helpful to 
many controllers and public ac- 
countants. 


—THE EpIror. 











By Karl G. Clement 


this problem and it may be said that 
any way which fairly presents results 
and is consistently followed each 
year is satisfactory to public ac- 
countants and the stock exchanges. 
Some firms incorporate their for- 
eign currency operations into their 
accounts at a fixed rate of exchange, 
charging expenses and crediting income 
at this rate, and take an exchange 
loss only on (actual) cash withdraw- 
als and on foreign cash and receiv- 
ables (by a reserve). Others record 
and consolidate income and expense 
items at the changing current rates 
of exchange. The differing effect of 
these two methods is as follows: 


(Assume a $1.00 fixed rate, and a 90¢ cur- 
rent rate) 
A B 
Sales $100,000 100% $90,000 100% 
Expenses 80,000 80% 72,000 80% 





20,000 20% 
Exchange 
Loss 2,000 2% 





Net Profit 18,000 18% 18,000 20% 


In “A” both sales and expenses 
are overstated by 11 per cent. as 
compared with ‘‘B,” though the act- 
ual dollar profit remains the same. 

In the case of a wholly owned 
foreign subsidiary, operating in for- 
eign currency, transactions can be 
recorded on United States books at 
a fixed rate, shown separately, with 
only the net results carried forward 
to the parent company’s profit and 
loss and balance sheet, either as div- 
idends received, or as an increase 
or decrease in equity; or the entire 
statement can be incorporated by 
writing down to the average or year- 
end rate of exchange. 

However, in the case of an Export 
Department of a United States cor- 
poration where operations are nor- 
mally consolidated right along with 
the United States results, and in the 
case of United States corporations 
which operate in several countries 
with both United States and various 
foreign currencies, there must be 
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Schedule “A” 

Table of Foreign Currency Accounts 

and Fixed Par Rates Assigned 

Country Fixed Par 
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New ealand sic... 656.4000 4.00 
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some method of portraying properly 
the foreign currency operation in 
the profit and loss and the current 
condition in the balance sheet. The 
procedure described below is one 
which has been used for many years 
to record operations of the nature 
described in the preceding para- 
graph, and it has the advantage of 
not being unduly complicated. 


FOREIGN EXCHANGE AS HANDLED BY 
AN Export DEPARTMENT OF A 
UNITED STATES CORPORATION 


For accounting convenience a 
fixed par rate of exchange is assigned 
to each foreign currency dealt in 
(i.e. where exchange fluctuations are 
for the risk of the United States 
company). All accounting transac- 
tions revolve around this fixed par 
rate of exchange. For example, the 
English par could be $4.85 US cy. 
to the £. Then any debit or credit 
of £100 is reflected on the accounts 
by a net debit or credit entry of 
$485. 

All sales are entered in the ac- 
counting records at this fixed par 
rate of exchange. These are called 
“par sales.” In monthly, quarterly 
and other comparisons par sales are 
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comparable to those of previous 
years and months, while net sales 
(described below) are not. Like things 
are compared. Barring any price 
changes par sales correspond to unit 
sales. 

Such a procedure is convenient for 
practical purposes. By using it, the 
amount of foreign currency indebted- 
ness is known at all times, merely by 
converting whatever dollar balance 
is shown on a foreign currency ac- 
count by the fixed par rate of ex- 
change, as when sales are credited at 
the fixed par rate, the foreign debtor 
is charged with the same amount. 

Expenditures are always entered at 
the current rate of exchange, never 
at the fixed par rate. That is, they 
are put on the books at the United 
States equivalent of the foreign cur- 
rency expended, whether such ex- 
penditure is for an asset or an ex- 
pense (deferred or otherwise). When 
an asset is purchased, goods manu- 
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factured, or any expenditure of 
money made, it is so recorded on 
the books at the current rate of ex- 
change and thereafter not changed 
for depreciation purposes or cost of 
goods calculations, as such costs are 
historical costs representing costs at 
the time of acquisition. 


KEY TO PROCEDURE 


It is clear now that “something” 
must be done, for sales have been 
entered at a par rate, and expenses 
at a current rate, and these are not 
compatible. This “something” is 
the basic key to this particular pro- 
cedure. It is an account called “For- 
eign Exchange Adjustment” which 
is an addition to or a deduction from 
par sales depending upon whether 
it is a credit or debit balance. Thus 
“net sales’ is always par sales plus or 
minus the Foreign Exchange Adjust- 
ment. This makes expense to net 





Sales £10,000 — 


£10,000 sales entered at 
$4.85 and agent debited ... 
£ 5,000 expenses entered 
at $5.00, agent credited 
at $4.85, Exchange credited 
£5,000 @ 15¢ per £ 
£ 5,000 remittance. US $’s real- 
ized @ $5.00 debited to cash, 
agent credited @ $4.85, Ex- 
change credited with differ- 
ence 





Net result is 





Schedule ‘‘B” 


Expenses £5,000 — 
Current Rate of Exchange $5.00 


$25,000 dr. 


$25,000 dr. 
Sales—$48,500 plus $1,500 or $50,000. 


Current Rate of Exchange $4.00 


$ Accounts on New York Books 
Expenses 


Remittance £5,000 
Fixed Par Rate $4.85 








Foreign Sales Agent's 
Exchange Account 
Adjustment 
$48,500 cr. $48,500 dr. 
$ 750 cr. $24,250 cr. 
$ 750 cr. $24,250 cz. 
$1500 cr. $48,500 cr. 


Expenses of $25,000 50% of sales 


Fixed Par Rate $4.85 








£10,000 sales entered at 
$4.85 and agent debited ... 
£ 5,000 expenses entered 
at $4.00, agent credited 
at $4.85, Exchange debited 
£5,000 @ 85¢ per £ 
£ 5,000 remittance. US $’s real- 
ized @ $4.00 debited to cash, 
agent credited at $4.85, Ex- 
change debited with differ- 
ence 





$20,000 dr. 


DEOE SOS iis noo rcs Somer ners $20,000 dr. 
Sales—$48,500 less $8,500 or $40,000. 





$48,500 cr. $48,500 dr. 
$4250 dr. $24,250 cr. 
$4250 dr. $24,250 cr. 
$8500 dr. $48,500 cr. 


Expenses of $20,000 50% of sales 
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sales ratios valid, as they are com- 
parable. 

This account works as follows. 
When money is expended, the agent 
(or debtor) having been charged at 
the fixed rate of exchange, he is 
credited at the same rate; the ex- 
penditure itself is debited at the cur- 
rent rate of exchange; and the dif- 
ference between the two is debited 
to the Foreign Exchange Adjustment 
Account. 

When money is remitted the same 
procedure is followed, the remittance 
is credited at the fixed rate to the 
foreign debtor or bank account, the 
proceeds are debited at the current 
rate (the United States currency 
realized, that is) and the difference 
is debited to the F. E. A. Account. 

The Foreign Exchange Adjust- 
ment account then is a composite 
one (profits in some countries, losses 
in others) of all countries combined. 
The efficacy of the system is that 
various currencies can be mingled. 
For example, see Schedule “A.” In 
practice a subsidiary statistical record 
is kept of entries to this account so 
that the exchange adjustment for 
each country is known, and this com- 
bined with par sales gives the net 
sales for that country. A statistical 
record also is kept of expenses by 
countries. This method is also an 
aid in reconciling foreign statements 
without resorting to the duplicate 
records necessary where currencies 
are averaged. 

Using this procedure in recording 
the transaction in “A” and “B” above 
would give 





G 
Par Sales $100,000 
Foreign Exchange Adjust- 
ment 10,000 
Net Sales 90,000 100% 
Expenses 72,000 80% 
Net Profit 18,000 20% 


Some examples of actual entries may 
be illuminating. 


1. Sales. These are all entered at the fixed 
par rate of exchange. 
£100 @ $4.85 fixed par. 
Current rate—$4.00. 
Debit: Accounts 
Receivable $485. (£100 @ 4.85) 
Credit: Sales—Par $485. (£100 @ 4.85) 
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2. Expenses, of £100. Bearing out the state- 
ment that expenses are always entered at 
the current rate of exchange. 

Debit: Expenses $400 (£100 @ 4.00) 


For. Exch. 

Adjustment 85 (£100 @ .85) 
Credit: Accounts 

Payable $485 (£100 @ 4.85) 


3. Assume purchase of £100 @ 4.00 to pay 
outstanding bill of this amount—£100. 
Debit: Accounts 

Payable 
Credit: Cash 

For. Exch. 

Adjustment 


$485 (£100 @ 4.85) 
$400 (£100 @ 4.00) 


85 (£100 @ .85) 


It can be seen that the net effect 
of 2 and 3 is the paying out of $400 
cash for $400 of expenses, the other 
items washing out. Also the net ef- 
fect of 1 and 2 is to show sales of 
$400 ($485 less $85) and expenses 
of $400, which is the case. 

Where there has been a change in 
rate between the date of accrual of a 
payable and the date of payment, 
such difference, strictly speaking, is 
not an adjustment affecting sales. 
Rather it is an adjustment affecting 
the item purchased, and as such that 
cost or an exchange account other 
than one affecting sales should be 
adjusted. This same problem, how- 
ever, will occur if the payable is ac- 
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crued at the current rate rather than 
at the fixed par rate. 

Schedule ‘B’” shows how this 
works with a rate both under and 
over the fixed par rate. Each month- 
end when currencies representing 
any balance sheet items such as cash, 
receivables, and the like are below 
the fixed pars assigned, and for for- 
eign currency payables when the cur- 
rency is above the fixed par, a re- 
serve for exchange loss is set up. No 
assets are written up if the market 
rate is above the fixed par. As be- 
tween official and unofficial rates 
common sense must be used, and the 
rate last received or usually realized 
used. Reserves can be an estimate 
if no rate is obtainable, up to 100 
per cent. when the doubt is strong 
enough. As a practical matter sep- 
arate entries are not made. They 
are combined in a schedule with the 
total charged to the Foreign Ex- 
change Adjustment Account. Sched- 
ule “C’ shows a typical month-end 
entry. 

If £100 is owing, this receivable is 
on the books at $485. If the month- 
end rate is $4.00, the following en- 








Schedule ‘“C”’ 


STATEMENT OF RESERVE FOR EXCHANGE LOSS ON FOREIGN 
CURRENCY, RECEIVABLES AND PAYABLES 
Accrued as of December 31, 1939 


Asset 


Fixed Pai Value as Carried Current 
of Local on Books at Indi- Rate of % Reserve | 
Currency cated Fixed Par Exchange of Accrued at 
in US $’s Country in US $’s 12/31/39 Loss 12/31/39 
BANK ACCOUNT 
.60 Colombia ...... 2,800. 51 15% $ 420. 
28 Mexico «.......%.. 4,500. = Ae | 39 i> E 
4.85 South Africa 9,100. 3.92 19 1,729. | 
: $3,904. | 
ACCOUNTS RECEIVABLE | 
| 2D Argentina ...... 1,000. .23 8 80. 
| .06 ee a 600. 05 17 102. 
1.00 cS ae 900. .88 12 108. 
.0278 France ........ 1,400. .023 17 238. 
4.85 Great Britain ... 8,000. 3.95 18 1,440. 
4.85 New Zealand 4,500. 3.17 35 £575. 
- $3,543 
ACCOUNTS PAY ABLE 
40 Holland ....... 1,000. 53 32 320. 
25 Venezuela daaccetl 500. 31 24 120. 
—$ 440. 
$7,887. 


Fractions and cents omitted for brevity. 




















try is made to reduce the asset to its 
proper valuation of $400: 


Debit: Foreign Exchange 
Adjustment $85 

Credit: Reserve for Exchange 
Loss-Receivables $85. 


If £100 is owed, this payable is on 
the books at $485. If the current 
rate were $5.00 the following entry 
increases the liability to its proper 
amount of $500: 


Debit: Foreign Exchange 
Adjustment $15 
Credit: Reserve for Exchange 


Loss-Payables $15: 


After setting up such reserves at 
the month-end, the Balance Sheet 
items appear thus: 
Cash in Foreign Banks $10,000 
Less: Reserve for Ex- 

change Loss-Banks 1,000 

$ 9,000. 
Accounts _Receivable- 

Foreign Currency 

Less: Reserve for Ex- 


$20,000 


change Loss-Rec. 2,000 
— 18,000. 
Accounts Payable-For- 
eign Currency $ 1,000 
Plus: Reserve for Ex- 
change Loss-Pay. 100 


1,100. 


As funds are remitted during the 
month, or used to pay expenses, one 
of two procedures may be followed. 
The reserve account set up each 
month-end may be debited, or the 
Foreign Exchange Adjustment ac- 
count may be used. In the latter 
case the previous reserve is reversed 
in its entirety each month-end, and a 
new one set up on the new balances 
at the prevailing rates. In the 
former case the previous reserve 
must be adjusted. The two methods 
give the same results; however, the 
second is simpler and has fewer 
complications. 

At all times the amount of the 
Foreign Exchange Adjustment is 
partially realized and partially un- 
realized. However, whatever par 
rate is used, or whatever current rate 
is assumed, when the conversion is 
made, by following this procedure 
the actual rate goes into the Foreign 
Exchange Adjustment Account, and 

(Please turn to page 58) 
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Problem Confronts Companies as to 
Who Is To Sign Statements 


Presidents of companies and their 
controllers are studying these days the 
requests made by the New York Stock 
Exchange that certain steps be taken to 
improve the audits, both internal and 
external, made by controller’s staffs 
and by certified public accountants. 
Four suggestions were made last Au- 
gust in a report of a sub-committee of 
the Exchange’s Committee on Stock 
List. 

These four suggestions were brought 
again to the attention of presidents of 
companies with securities listed on the 
Exchange, by a letter dated January 9 
from Mr. John Haskell, vice-president 
of the Exchange. He wrote: 


REMINDER FROM EXCHANGE 


“The Report of the Sub-committee 
on Independent Audits and Audit Pro- 
cedure of the Committee on Stock List 
was forwarded to you with our letter 
of August 24, 1939, which asked your 
cooperation in giving consideration to 
the recommendations made with te- 
spect to corporate procedure. 

“The Report outlined the responsi- 
bilities of corporations in instituting 
such corporate procedures as would 
make systems of bookkeeping, internal 
control, and audits as efficient as pos- 
sible and facilitate the work of the in- 
dependent auditor. The four recom- 
mendations made may be summarized 
as follows: 


1. Strengthening the position of the in- 
dependent public accountant through 
the assumption by boards of directors, 
or by a special committee thereof, of 
direct responsibility for either the ap- 
pointment of the auditors or for their 
selection and recommendation to stock- 
holders for approval. The results of 
the auditor’s examination should be 
available to the board of directors, his 
report should be addressed to stock- 
holders and he should be afforded the 
Opportunity to appear at any stock- 
holders’ meeting. 


2. Increasing the responsibility, authority 


and facilities of the controller or in- 
ternal auditor through the board of 


directors defining his responsibilities 
and taking an active interest in his se- 
lection. He should sign published 
financial statements and report periodi- 
cally to the board of directors. 


3. Adoption of natural business year in 
lieu of calendar year. 


4. Appointment of the independent public 
accountant early in the fiscal year. 


“These recommendations were made 
subject to consideration of applicabil- 
ity in the particular case and in the 
knowledge that their usefulness in con- 
nection with audits might have to be 
weighed against other disadvantages. 
Your Company may have already put 
into practice certain of these recom- 
mendations and have others under con- 
sideration. 

“We would appreciate your advising 
us of the results of your consideration 
in order that we may have a better 
understanding of their appropriateness 
to your Company.” 


Hope FoR DECISION Now 


Whether the financial statements 
are to be signed by the controller or 
chief accounting officer, as suggested 
by the Exchange, is a matter which it is 
hoped by the Exchange will be settled 
by listed companies quite promptly. 
The three other suggestions made by 
the Exchange in all likelihood have 
been passed on by this time. It was 
probably easy for companies to decide 
whether they wish to adopt the natural 
business year; whether the public ac- 
countants are to be appointed early in 
the year; and whether the public ac- 
countants are to be appointed by Boards 
of Directors or elected by stockholders. 

The proposal, however, that control- 
lers sign the financial statements, is one 
that will cause much discussion among 
company officers. Several companies 
have been working on this problem re- 
cently. The outcome will be known 
when the financial statements and com- 
pany reports to stockholders begin to 
make their appearance. 
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Indications now are that there will 
be great diversity of treatment of this 
problem. 

The Controllers Institute of America 
has taken no stand with respect to this 
proposal, but it has been discussed by 
its Board of Directors and officers. 
Opinions among members of The In- 
stitute are divided, and it is felt by The 
Institute that before it should go on 
record as approving or disapproving 
the proposal, more time should be al- 
lowed for study, and clarification of 
thought. 

The Stock Exchange’s proposal has 
resulted in several instances in the mak- 
ing of a close study by companies of 
the controllership setup. It is reported 
that several companies have decided to 
revise their by-laws for the purpose of 
defining the controller's position and 
duties. One company is authorizing the 
controller to “sign financial statements 
as required.” 

A committee of The Institute is 
watching developments in this field, 
and is in close touch with the Ex- 
change. 


CORRECTION 


In the January number of THE CoNTROL- 
LER, in an article which was devoted to a 
description of the controller’s duties of the 
Monsanto Chemical Company, of St. Louis, 
Mr. E. J. Cunningham was mentioned as 
the controller of that company. Mr. Cun- 
ningham points out that he is assistant con- 
troller, and we are glad to make this cor- 
The controller is Mr. Daniel M. 


rection. 
Sheehan. 


The Controllers Institute of America 
wishes to have, for study, copies of the 
annual reports of corporations to stock- 
holders for 1939, or the nearest fiscal 
year. Many controllers have placed 
The Institute on the mailing list to re- 
ceive copies of such reports. In cases 
in which such reports are made public 
it is requested that controllers make 
them available to The Institute, ad- 
dressing them to One East Forty-Sec- 
ond Street, New York City. 








How Can Controllers Work Best 


With Management? 


The subject this evening is a sequel 
to the discussion held last spring in 
which, I believe, it was generally con- 
cluded that the controller can work 
more effectively through the manage- 
ment than he could if he was given an 
independent status. At the meeting of 
our Technical Committee it was felt 
that the subject had been so stirred up 
that it should be explored and dis- 
cussed further at one of the meetings 
to be held this season. Each one of us 
was assigned something, and this sub- 
ject fell to my lot. I am telling you 
this to explain how it all came about 
and to let you know that I do not hold 
myself out as one who can tell you how 
you can best make a success of your 
respective jobs. All I am to do is to 
present the subject and then by group 
discussion we can develop the ideas. 


DEPENDS ON MAN’s CAPACITY 

To be very specific in outlining 
duties and responsibilities would be 
foolish, for no two controllerships will 
be found to be exactly alike. To a large 
extent each job depends on the capac- 
ity of the man in it and on the abil- 
ities of the other responsible men in 
his organization. There is always the 
tendency for the competent man to ex- 
tend his authority into all of the areas 
that are not already occupied, just as 
the molten lead your son pours into his 
soldier mold penetrates to the remotest 
tip of the rifle, provided, of course, 
that the lead is hot enough. Perhaps 
that is not as good a figure as it might 
be, since there is never any complete 
solidification and, if we cool off too 
much, instead of holding our own rig- 
idly, we are apt to have to give ground. 
For this reason, the only logical ap- 
proach seems to be one dealing in gen- 
eral rules rather than specific examples. 

I should like to take a moment to 
look over the history and background 
of our position. A short time ago when 
businesses were smaller, ownership and 
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management were usually lodged in 
the same individual. Control was then 
a physical, immediate matter and did 
not require the long check lines that 
have become so necessary to manage 
the gigantic businesses of today. This 
owner-manager was also most likely to 
be the sales manager and the produc- 
tion manager as well. He hired a book- 
keeper to take care of the records, a 
fellow something like the “Bob 
Cratchit’’ described in Dickens’ ‘‘Christ- 
mas Carol,” a poor overworked drudge 
of a man. These ‘‘Bob Cratchits’’ then 
became the progenitors of the modern 
controllers, and some of their charac- 
teristics still cling to the children. The 
work that we do, too, is not of a spec- 
tacular nature. Nobody thinks it worth- 
while to take pictures of what we do 
and put them in Life Magazine. It is 
pretty much of a humdrum routine na- 
ture that tends to dull our own enthu- 
siasm. It very seldom is unusual enough 
to draw much attention. It does not 
attract to it the “grandstand players” 
of business but rather the more con- 
servative, careful fellows who have the 
patience necessary to become good con- 
trollers. To take an illustration from 
our colleges, our members are recruited 
from the more serious minded, stu- 





a inkling ee what controllers | | 
in all parts of the country | 
are thinking about is given in this 

paper by Mr. H. E. Hott, con- 

troller of the Palmer House, Chi- | 
cago. The paper was delivered in | 
| a technical meeting on November 
14, 1939, participated in by a 
group of controllers who are mem- 
bers of the Chicago Control, of 
The Controllers Institute of Amer- 
ica. It will undoubtedly open some | 
new points of view to controllers | 


generally. 


—THE EpITor. 
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dious type, the scholars instead of the 
football heroes. 

The nature of our work has had on 
influence on our attitude and as a fe- 
sult of our duties in industry we have 
been accused of taking a negative posi- 
tion on everything that comes up, 
sometimes to the great irritation of our 
associates. We have justified ourselves 
by saying that someone has to be the 
“governor” on the particular business 
engine, and without us it is apt to run 
too fast and destroy itself. There is a 
danger in this position for, if we per- 
mit ourselves always to look for the 
faults first, we are inclined to magnify 
them until they obscure all of the vir- 
tues. We as a class, too, have probably 
caused endless irritation by being too 
meticulous and tiresome. We have 
probably driven the others in our or- 
ganization into a state of fidgets by 
explaining things in unnecessarily mi- 
nute detail. The danger in this is that 
an attitude of irritation or boredom 
on the part of those we are dealing 
with will make them just that much 
more difficult to influence. 

Perhaps I have put too much em- 
phasis on the negative side of the pic- 
ture so far myself, and these observa- 
tions are only included so that we can 
be on guard against them. All of them 
can be overcome easily if we make a 
conscious effort. No one of us needs to 
be swamped with details if he has the 
courage to assign them to someone 
else, and delegate along with them 
whatever authority is necessary to carry 
them out. No one needs to be tire- 
some if he states his case concisely and 
without too much elaboration. Neither 
does anyone need to be too much of a 
drag on the organization if he remains 
open-minded, and I feel that by put- 
ting these tendencies aside we will not 
only have more time to devote to serv- 
ing management constructively but 
will also get a better reception for our 
proposals. 
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Now, in order to influence manage- 
ment we must get an understanding of 
management's problems. We must get 
over on that side of the fence and see 
the picture from that point of view. As 
I see it, management's job is to see that 
the company’s product fits the existing 
market or a potential market, and then 
arrange so that these goods or services 
are efficiently and economically made 
and distributed. Our job is to help in 
all three of these functions, the ad- 
vance planning of policies and prod- 
ucts, the carrying out of efficient pro- 
duction, and the effective planning of 
the sales and distribution. 

The easiest of the three functions 
to tackle is the one of production, and 
it is the one in which controllers have 
made the most progress. Here through 
good record-keeping we have been able 
to assist management to stop extrava- 
gance and by means of budgeting and 
standard costs to extend the control 
over operations into the future. We 
have been able to channelize the ef- 
forts of the responsible employees and 
to flash danger signals as soon as there 
is a break in the banks or, at least, 
before the flood waters get out of hand. 
It seems to me that the only way we 
can advance in this field is to strive 
for greater perfection in our advance 
planning and for a more sensitive and 
accurate signal system so that breaks 
can be detected more quickly and hence 
less of the water lost. There should be 
a constant process of review and re- 
search toward that end, and a continu- 
ous educational program in our own 
institutions so that our efforts and mo- 
tives will be better understood and ac- 
cepted by both the operating personnel 
and management. 

The field of sales and distribution 
expense has not been so effectively 
penetrated and some of us have been 
contented to just total up these costs 
periodically and set them down to see 
whether they are within reasonable 
bounds. A certain amount of budget- 
ing in advance has been attempted and 
allowable standards of expense set up 
for salesmen. Strict delivery costs are 
probably more easily attacked and there 
have been efforts made to apply stand- 
ard costs to them. Some success has 
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been attained in industries which have 
one main product but a large delivery 
cost, such as breweries; and possibly in 
others with which I am not acquainted. 


STUDYING MARKET FOR PRODUCTS 


I do not have much knowledge of 
any adventures into the third phase of 
management, which is the one I men- 
tioned first, that of seeing to it that the 
company’s product fits the market and 
measuring the potential demand for a 
new product. Probably some others of 
you have. At any rate, by analysis of 
past sales a good many facts can be 
ascertained that will serve as admirable 
guides for the future. 

This has all dealt with the direction 
our technical research should take. It 
seems to me that there are two other 
important things we should strive for 
if we are to be more effective and have 
a larger influence on management. One 
is the manner of presentation of the 
material produced after we get it, and 
the other is the somewhat unrelated 
subject of managing men. I will just 
touch on them very briefly. 

It seems to me that presenting our 
reports can be likened to the packag- 
ing of a company’s product, and you 
all know the effort that is put into that 
phase of a business, especially one 
where the packages are prepared for a 
retail market. The same considerations 
will govern so that our reports will be 
attractive ana the material in them 
easily gotten out. Special thought can 
well be given to form and language so 
that the form is drawn to accentuate 
the purpose and the language is sim- 
ple and non-technical. Obviously, if 
the report does not bring appropriate 
results, all of our previous effort has 
been wasted. 

In mentioning management of men 
I have done so because in our posi- 
tions the technical aspects may too 
often overshadow the executive duties. 
On the ballfield a man who can get 
the best efforts out of a team of prima 
donnas is a success, while another who 
can not is a failure. Our subordinates 
are not any different. They can be a 
very great help to us or they can be 
just a collection of plugs depending on 
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what we can draw out of them. Our 
relations with those outside of our de- 
partment are also very important and 
can go a long way towards making our 
budgets work. In my opinion, the abil- 
ity to manage men is the most valuable 
asset a man can have. If he has that, 
he does not need much of any thing 
else. 


WHAT INSTITUTE CAN Do 


These are things we can do within 
our own organization. There are cer- 
tain other things that we can do out- 
side of it. It seems to me that we 
should support outside activities which 
build up the importance of our posi- 
tion in the eyes of the public and in- 
dustry: This organization is one such. 
It has helped to crystalize the duties of 
the position and to let the public know 
that it is an important one. It can and 
will do more along this line by its re- 
lations with the regulatory bodies of 
the government and the publicity it 
gets in the press. At any rate, it is a 
vehicle that can build up the prestige 
of controllership, and I believe we 
should all of us get on and ride it for 
all that it is worth. This prestige is in 
time sure to elevate the whole group 
and give us more influence with man- 
agement. 

A case in point might be the letter 
that Mr. Donaldson (John A. Donald- 
son, controller of Montgomery Ward 
& Company, President of Chicago Con- 
trol) sent out just before the recent 
convention in New York. As you 
know, it went to the president of each 
of the companies whose controllers are 
members of the Chicago Control. I 
expect that in a number of cases it was 
the first indication to these men that 
there was such an organization and 
that their controllers belonged. It cer- 
tainly called their attention to the qual- 
ity of the subject matter on the pro- 
gram and can not help but have done 
a lot of good. From this organization 
and others like it we gain inspiration 
and breadth of vision by our individual 
contact with others. We measure our- 
selves with other men. We keep abreast 
of the times on tax matters, procedures 
and modern equipment. We get some 


(Please turn to page 69) 









Question 1: What alternative, if any, 
does a controller have who disagrees 
with the written opinion of company 
counsel in the interpretation of a recent 
law, whereby if counsel is correct cer- 
tain records need not be kept, but if 
counsel is incorrect detailed records 
and information are very necessary ? 
Counsel is a director and one of three 
voting trustees. (Laughter.) 

Mr. Ellis, will you please answer 
that question ? 

Mk. G. D. ELtis, Combustion Engi- 
neering Company, Inc.: I assume, be- 
cause of the very fact that the ques- 
tion involves either the keeping or not 
keeping of certain detailed records, that 
the law that this question has reference 
to must be some business regulatory 
law. That being the case, I would be- 
lieve that within a very short time 
after the effective date of that law, 
there would be available, either through 
the governmental agency administering 
it or through the press or through the 
various services that are available, 
enough opinions and interpretations, 
authentic ones, definitely to settle the 
issue. I think it would be entirely in 
order, in a case of difference of opin- 
ion of that sort, to consult with the 
company’s external auditors. And just 
one thing more I might add as a bit of 
advice: I would certainly keep a full 
complement of the information that I 
thought was necessary until such time 
as it was settled. 

Question 2: Have reports to em- 
ployees proved worth while? Mr. Coo- 
per, if you don’t mind. 


Mr. F. WARREN Cooper, Public 
Service Electric & Gas Company: The 
company with which I am associated 
took the annual report to the stock- 
holders and summarized it in such a 
fashion that the employee would be 
able to understand it. There is no 
doubt in any of our minds that the an- 
nual report which is rendered today to 
stockholders is not very informative to 


Controllers’ Question Period Yields 
Variety of Information 


the employee, let alone, I suppose, to 
most of the stockholders, because the 
report, as we all know, is principally 
up for big financial houses and econ- 
omists, for those who digest it. 

But I have had occasion to review 
some reports which companies have 
put out. I remember seeing one put 
out by the telephone company, the 
New Jersey company, and some put out 
by others. And, reaily, they have done 
a fine job. It conveys to the employee 
certain information and data which 
just can not be sold any other way. 
Most of it is in graphs, and they get 
away from figures. I believe the time 
is coming, whether the company is 
large or small, when we are going to 
see some report to the employees, be- 
cause they are the men who must be 
sold; there is certain information that 
they need to have in their hands to 
keep the company sold, and they cer- 
tainly do not get it from the stock- 
holders’ annual report. But they can 
get it from these different types of em- 
ployees’ reports which I have seen. 





HE New York City Control, 
| of the CONTROLLERS INSTI- 
TUTE OF AMERICA, conducted a | 
| program on the pattern of “Infor- 
mation Please,’ on December 14. 
1939. A panel of eight “experts” 
was formed, to answer questions 
propounded in advance by mail. 
Mr. William J. Mackay, controller 
of Mutual Chemical Company, 
New York City, served as chaitr- 
man. The questions and the replies 
given provided an interesting cross 
section of the problems currently 
in the minds of controllers. Mr. 
E. B. Nutt, Standard Oil Company 
(New Jersey), president of the 
New York City Control, presided. 
The names of those who made up 
the panel are given elsewhere. 
—THE EpITor. 
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They go into graphs and charts which 
are easily understood. So I believe that 
the report is very valuable to the em- 
ployee and also for employee relations. 


Question 3: If the extent of an em- 
ployer’s personnel in a state is three or 
four people, each one located in a dif- 
ferent city in the state and reporting 
their time to the main office in another 
state, is it still necessary for the com- 
pany to keep wage and hour records in 
each of these states? Mr. Parmelee, I 
shall call on you for that. 


Mr. L. D. PARMELEE, Atlaatic Gulf 
& West Indies Steamship Lines: The 
question evidently deals with records 
under the Fair Labor Standards Act, 
and I think the regulation in that re- 
spect is fairly clear as to where the 
records should be kept. Perhaps the 
content of the records is not quite so 
clear. The records must be kept at the 
principal office of the company in the 
state in which the service is rendered 
by the employee, unless the Adminis- 
trator issues a specific exception to that 
in a particular case; and I know from 
experience that you will not have any 
trouble getting an exception in any par- 
ticular case, if you have good reasons 
therefor. You do not have to keep the 
records in the exact location where the 
service is rendered, but in the state 
where it is rendered, at the company’s 
principal office. 


Question 4: Should monthly ex- 
penses be charged with one-twelfth of 
the estimated federal income tax pay- 
able in subsequent year, or should the 
monthly expenses be charged on the 
basis of the net taxable income for the 
particular month ? 


Mr. V. C. Ross, Prentice-Hall, Inc. : 
I do not see how you can estimate what 
one-twelfth of your income tax is likely 
to be. As most of us know, in the last 
four or five years we have learned to 
work on taxes for six months before 
we knew what the tax law was. So it 
certainly is an impossibility, under cur- 
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rent conditions, to estimate what your 
taxes might be. 

So far as current practice is con- 
cerned, I believe it might be well to 
estimate it, certainly, on the basis of 
net results quarterly, semi-annually, or 
annually. On the other hand, I believe 
there are many of us right here in this 
room who can not estimate what our 
tax liability will be until early in De- 
cember. We take a shot at it in July, 
when we make a guess, for those of 
us who have fluctuating incomes, in 
the capital stock tax return. And then 
many of us have to have our staffs 
work day and night during the closing 
month of the year to find out just where 
we do stand on that guess, always keep- 
ing our fingers crossed and hoping we 
are right. 

For companies that have complicated 
structural set-ups, consolidated com- 
panies, the inter-company transactions 
are extremely difficult; and where we 
have a seasonal business, and there are 
many of them, I believe that we will 
find in a great many lines of endeavor 
that it is almost impossible to know 
where we stand until pretty close to the 
end of the year. 

However, for those companies and 
those controllers who are fortunate 
enough to be able to do it on a quar- 
terly or semi-annual basis, more power 
to you. 


Question 5: What are the advan- 
tages and disadvantages of a flexible 
budget compared with a fixed budget ? 
Mr. Church, will you attempt that ? 


Mr. ARCHER EDWARD CHURCH, 
Weekly Publications, Inc.: That could 
very well be the subject for an eve- 
ning’s discussion, rather than an “In- 
formation Please’ answer. I assume 
that plant budgets are referred to, be- 
cause manufacturing lends itself ideally 
to a flexible budget. Briefly, a flexible 
budget provides a measure of efficiency 
at any level of activity, whereas a fixed 
budget becomes only a yardstick for 
the particular level budgeted. As to 
the disadvantages of a flexible budget, 
I personally can not think of any, but 
that is just opinion. 
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Question 6: Can a company ship 
items that are on various belligerents’ 
contraband lists to private concerns in 
belligerent countries without having 
received cash in United States before 
shipment? Mr. Thomas, will you try 
that one? 


Mr. G. J. THomas, Tel Autograph 
Corporation: I think war is hell on 
controllers. But the answer is, yes, 
you can. The cash-and-carry clauses 
of the recent Neutrality Act provide 
that you can not ship goods to a for- 
eign government, that is, implements 
of war to a foreign government, nor 
can you extend credit to a foreign gov- 
ernment. It provides that you can not 
deal in securities of a foreign govern- 
ment, that you can not finance any 
purchases through the sale of securities 
of foreign governments that are at war. 
Nor can you ship on credit any arms 
or munitions. 

But you can ship on credit to pri- 
vate concerns in foreign countries items 
that are on belligerents’ lists, namely, 
for example, certain types of chemicals, 
certain types of metals, rubber, tin, 
manganese, and the like; they can be 
shipped on credit to private concerns. 
And the necessary element for being 
able to use a credit basis is that you 
have a bill of lading in which you pass 
title before the goods leave the coun- 
try; under these conditions you can ex- 
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tend normal credit, that is, the same as 
you did in peace time. 

Question 7: Should permanent im- 
provements to leased property be car- 
ried as a fixed asset or as a deferred 
charge? Mr. Olson, I think, will help 
us on that. 

Mr. L. H. OLson, The American 
Appraisal Company: In my opinion, an 
expenditure for an improvement to 
leased property of a sufficient amount 
to justify its capitalization should be 
capitalized as a fixed asset. This should 
be amortized with consideration of 
serviceability and the conditions of the 
assets, as well as the terms of the lease 
agreement. 

MERIT RATING 

Question 8: Many companies can 
have their Social Security tax rate re- 
duced by 50 per cent. from the present 
high rate. How can such a reduction 
be obtained ? Mr. Clement, give us your 
opinion. 

Mr. K. G. CLEMENT, Vick Chemi- 
cal Company: Well, I would think the 
man who wrote that question is looking 
into the future. If he put it in as a 
catch question and could tell me the 
answer, I should like to know. I think 
what he is looking toward is the time 
when merit rating goes into effect. 
Merit rating goes into effect in four 
states in 1940, under the so-called 
Texas plan, providing it gets by the 
Social Security Board, with which they 
are having trouble at the present time. 
But, providing you have stable employ- 
ment, and people that you release from 
your payroll do not apply for benefits 
which are going to be chargeable 
against your account, as soon as you 
have about three years’ experience, and 
assuming that a state has had a favor- 
able experience, in all probability you 
can cut your Social Security cost on un- 
employment insurance at least 50 per 
cent. I believe 3 per cent. is what it 
is now, and they are thinking of lower- 
ing it to some states, for the people 
with the most favorable rating, down 
to 1 per cent.; it will at least be down 
to 2 or 114, based on the state average. 

In New York State we do not have 
merit rating as yet. Governor Lehman 
vetoed it last year, and it is going to 
come up this January again. And, for 
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all people who are in New York, I 
hope that you will write your senators 
and assemblymen, if you know who 
they are, and have them put as much 
pressure as they can behind it. Merit 
rating itself is a complicated subject, 
and I do not believe it could be dis- 
cussed in a few minutes. 


Question 9: The controller is not 
permitted by the officers to confer with 
the bank. Interim balance sheets, 
marked tentative, are prepared from 
the books in the Accounting Depart- 
ment and are delivered to the bank by 
the other officers, with liabilities of a 
substantial amount -missing. What re- 
sponsibility has the controller to the 
bank ? What can he do when he is not 
permitted to attach qualifications? Mr. 
Ellis. 


CAN ALWAYS RESIGN 


Mr. Exuis: I am wondering why 
they marked the thing tentative. (Laugh- 
ter.) You know, he can always resign. 
(Laughter.) And if that question is in- 
dicative of a real situation, I think it 
would be a pretty good idea. At least, 
I hope that he is not preparing these 
statements or signing them. I do not 
know whether he is here or not tonight. 

Seriously, though, the question is a 
little puzzling to me as I get it, be- 
cause it seems to me that you said that 
this controller was not permitted by the 
officers to confer with the bank. Now, 
that conveys to me that the controller 
is not an officer. And yet, in another 
place it says that these statements, these 
tentative statements—I like that word 
“tentative’’—are delivered to the bank 
by other officers. Now, that would in- 
dicate that the controller is an officer, 
or at least that he is one of the officers. 
Maybe that is what the trouble is; he 
has not his status. 

But, if our controller is an officer, he 
has certain duties, powers, and respon- 
sibilities of that office. And, in my 
opinion, an officer is an officer when an 
office corresponding to his duties is 
provided for in the charter or by-laws 
of the company. If such provision is 
made in the charter or by-laws of the 
company, then that office becomes elec- 
tive by the directors and the stock- 
holders, the directors or the stockhold- 
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ers, either one or the other. Therefore, 
it would seem to me that these respon- 
sibilities of his office, as provided for 
in the charter and the by-laws, would 
quite definitely fix his responsibility 
in respect to third persons dealing with 
the corporation; because, after all, the 
officers are the corporation, and it can 
deal only through its agents. And it 
would seem to me also that that would 
fix his board of appeal, the very fact 
that he is elected by the directors or 
the stockholders. 

If our controller is not an officer, 
then he is only an employee, and if 
he is only an employee, I believe that 
he is without responsibility in respect 
to third parties dealing with the corpo- 
ration, and he can make up his mind 
whether or not he wants to continue 
in the employment. 

It also seems possible that a mere 
employee of a company may be an 
agent of the company, particularly if 
he is exercising duties of an officer 
without opposition. I think they call 
that de facto, and I think that is where 
we had better call in the lawyers. 

Question 10: Should income items 
applicable to prior years be shown in 
the current year’s income as a separate 
item, or cleared through the surplus 
account ? Mr. Cooper. 

Mr. Cooper: That question is an- 
swered in many systems of accounts 
which have been promulgated by reg- 
ulatory orders. Of course, many of you 
folks have not had the unfortunate ex- 
perience of being handed a code of 
accounts and told, ‘Here, follow it.” 


DISTORTION SHOULD BE AVOIDED 


But in the codes of accounts that I 
have seen they say that, with items 
which do not distort the year’s figures, 
it is perfectly all right to charge them 
to the account, or credit them to the 
account, to which they would have 
been charged or credited to if they had 
been entered on the books in the cur- 
rent year; items which do distort the 
current year’s figures should go to sur- 
plus. 

Now, to you who do not have a code 
of accounts which it is necessary to 
follow, and who do not care to put 
an item into surplus, it certainly would 


seem proper to handle such items, as 
I have seen and probably you have, too, 
by labelling them as non-recurring 
items, or items applicable to prior years, 
and showing them after the net income 
for the particular year. If you put them 
in with your regular figures, it is going 
to distort that year’s figures, and then 
next year when you begin to compare 
that year with the previous year, you 
will have that same distortion and you 
will have to stop and say, “Oh, yes, we 
have such and such an item in there.” 
So I think it should be kept out when 
that is in the interest of not distorting 
the figures. 

Question 11: The State of Pennsyl- 
vania forbids the employment of 
women and minors for more than 44 
hours a week. The Blank Company 
employs many women who work on 
goods shipped in interstate commerce, 
and these employees are subject to the 
Federal Wage and Hour Law. By pay- 
ing time and a half after 42 hours, 
may the employer work these em- 
ployees 50 hours a week during busy 
seasons ? 


STATE LAW PREVAILS 


Mr. PARMELEE: Certainly not. If 
the Pennsylvania law forbids the em- 
ployment of women and minors be- 
yond 44 hours in any one week, why, 
certainly the Fair Labor Standards Act 
does not alter that, it does not remove 
that limit. The Fair Labor Standards 
Act is not in conflict therewith. There- 
fore, in Pennsylvania you can not work 
women and children more than 44 
hours. I think there is no question 
about that. 


Question 12; Can the “‘last-in, first- 
out” method of inventory costing be 
used for 1939 income tax returns? Mr. 
Ross. 

Mk. Ross: The answer is, very defi- 
nitely, yes. The law was amended to 
permit this new method of valuation 
for taxable years, beginning after De- 
cember 31, 1938, a year ago. 

Question 13: In what Shakespearean 
play is a controller referred to as a con- 
jurer? (Laughter.) Mr. Church. 

Mr. CuurcH: Well, I do not hap- 
pen to be a student of Shakespeare. 
The few titles that I can recall do not 
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seem to indicate to me that controllers 
stood in very high esteem at that time. 
So I fear, Mr. Chairman, I can not 
answer that question. 


THE CONTROLLER IN SHAKESPEARE 


CHAIRMAN Mackay: Thank you, 
Mr. Church. I am sorry I picked on 
you. However, I like the question 
somewhat, and maybe I can answer it 
spontaneously, since you did not an- 
swer it. (Laughter.) I see that there is 
a lot of lack of faith in the chairman. 
Well, let me tell you that it is very 
clearly stated in ‘King Henry the 
Sixth,” the Second Part, Act IV, Sec- 
tion II, page 256, on the left-hand 
side a little way down, Second Edition, 
Second Printing. 

Smith, one of the characters, says: 
“The clerk of Chatham: he can write 
and read and cast accompt.” 

Cade, another character, says: ‘‘Nay, 
then he is a conjurer.” 

That is where it is. Now, that is 
simple. At least, we have answered it. 
You see, I am glad the chairman has 
to pinch-hit every now and then. But 
it was a difficult one, Mr. Church, and 
I don’t blame you. 


Question 14: In the case of an 
American company preparing a con- 
solidated balance sheet at December 
31 next, composed of itself and a Ca- 
nadian subsidiary, should such balance 
sheet include: (1) the Canadian assets 
and liabilities after reducing current 
items to their United States dollar 
equivalent at current exchange; or (2) 
include the Canadian assets and liabili- 
ties at par and set up a valuation re- 
serve on the consolidated balance sheet 
to reduce such Canadian items to their 
United States dollar equivalent at cur- 
rent exchange? Mr. Thomas. 

Mr. Tuomas: I have an opinion. I 
have been riding that subject very 
closely, because it is a problem of my 
own company. It may interest you gen- 
tlemen to know, and I think it would 
be the best way to answer that ques- 
tion, that the New York Stock Ex- 
change last night and today mailed out 
to the presidents of all companies 
listed on the Stock Exchange a memo- 
randum and a résumé of a research 
group of the American Institute of Ac- 
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countants. And in answer to the last 
part of that question, as to whether a 
reserve is permissible or desirable, or 
the opinion of the person answering 
the question, I can say that that was 
one method that they did not approve. 

The Stock Exchange stated it is fore- 
going this year the requirements that 
all reports agree with the reports as 
filed when you listed your company on 
the Exchange. In other words, if when 
you filed for listing you showed your 
consolidated accounts in one particular 
way, you are not going to be required 
this year to report it that same way 
again. 

Several of the suggested ways that 
they have approved and that have the 
approval of a committee of the Amer- 
ican Institute of Accountants are: (1) 
that you consolidate your American 
companies in one statement; and (2) 
that you consolidate your foreign com- 
panies in another statement; and at the 
bottom of that second statement, which 
would be accompanied by a profit and 
loss statement, you show your equity 
in those foreign companies. And they 
have advised in all cases that you have 
to convert the current assets in these 
various companies at the current rates, 
and likewise the liabilities. 

They gave another alternative, and 
it is the customary way I think we have 
all done in the past, that of consolidat- 
ing the assets and liabilities of foreign 
companies with the United States com- 
panies, and showing the fluctuation in 
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exchange, which is a profit or a loss. 
If you file by this method this year, 
they are requesting that you detail your 
various foreign companies and how 
you consolidated them; even in that 
old customary way you have to attach 
a considerable amount of explanatory 
material. 

A third method which they approved 
is a consolidated statement of both the 
foreign and the domestic subsidiaries 
and a separate statement consolidating 
only the American companies. 

The fourth method which they sug- 
gested was the consolidated statement 
of all of the companies, both foreign 
and American, together with an anal- 
ysis of the investment account of the 
American company, showing what part 
of the profits you took into the in- 
vestment account this year. The con- 
sensus of opinion in most cases was 
that the profits be taken only to the ex- 
tent that they were successful in having 
been taken out of the country during 
the period from January 1 of this year 
to December 31. In other words, if 
you had a fifty thousand book profit in 
your foreign operations and had been 
able to draw out only twenty-five thou- 
sand in cash in the form of a dividend 
on that subsidiary, that is the only 
amount that they propose you show as 
part of your profits. 

They particularly pointed out in the 
bulletin that in no case should you 
show your profits without qualifying 
the extent to which they are profits or 





tute, at a price of $1.25. 





CONFERENCE ON WAR PROBLEMS 
OF CONTROLLERS 


More than one hundred controllers and public accountants at- 
tended a Conference on War Problems arranged by The Controllers 
Institute of America on January 5, 1940, at Hotel Commodore, New 
York City. There was a free discussion of many problems. The sub- 
stance of the points brought out have been issued in booklet form, 
a publication of 60 pages, copies of which are to be sent to mem- | 
bers of The Controllers Institute of America. Copies will also be | 
available to interested persons, who are not members of the Insti- 


Recognition by The Institute of the importance of these war 
problems of controllers has been highly commended. As these 
problems become progressively more pressing, additional confer- 
ences will be arranged by the officers of The Institute. 
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losses of foreign operations, in the 
final figure. 

I would suggest that everyone get a 
copy of the resumé and have it for the 
next meeting. It is a very illuminating 
article and has the approval of the 
Stock Exchange. 

I have also written to Securities and 
Exchange Commission about this sub- 
ject, because it is one of my own prob- 
lems and in reply it was stated they 
would accept any number of methods 
of filing. The Commission had not 
formed a written opinion as yet but 
gave several “horseback” opinions. 

Incidentally, I have a copy of the 
bulletin and letter from the Stock Ex- 
change; if anyone would need it that 
quickly, I could show it to him after 
the meeting. 


KINDS OF DEPRECIATION 


Question 15: What is the distinc- 
tion between observed depreciation as 
referred to in court decisions and the 
depreciation allowable for accounting, 
rate cases, income taxation, and insur- 
ance? Mr. Olson. 


Mr. OLSON: That is more than a 
double-barrelled question, and it in- 
volves most of the controversial issues 
dealing with depreciation. Opinions 
differ. I shall try to summarize an- 
swers to each of the implied questions 
and give my own opinion as concisely 
as is practical. 

It is my opinion that observed de- 
preciation, as used by the courts, means 
the actual depreciation accrued as it 
may be observed through actual inspec- 
tion of the properties by a competent 
person. Observed depreciation is the 
accrued depreciation, in the terminol- 
ogy of the appraiser. 

This depreciation, accrued and ob- 
served, is applicable directly, with some 
modifications for expediency, to de- 
termining values for insurance. But 
opinions differed widely as to the prac- 
tical application, as evidenced last week 
as I sat in an insurance conference with 
adjusters, accountants, appraisers and 
others. 

For accounting, depreciation as used 
by appraisers, should be converted into 
the term of amortization, as it may be 
computed on a straight line or pro- 
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duction unit method, which may get a 
result not parallel to depreciation as 
an economic fact. 

This depreciation for income tax 
purposes is modified by regulations that 
may vary from depreciation for ac- 
counting purposes, on account of dif- 
fering values at the time of transfer 
or the difference between actual depre- 
ciation and allowed and allowable de- 
preciation. In my mind, the terminol- 
ogy there should be amortization, not 
depreciation. 

Depreciation as applicable to rate 
cases, I think, is too controversial for 
me to attempt to express my Own con- 
victions and get away with it tonight; 
so I think I shall just refer to the In- 
terim Report of the National Railroad 
and Utility Commissioners, which is 
now under controversial consideration. 

I could spend the rest of the eve- 
ning amplifying that, but I refrain. 

Question 16: When payment is made 
by check must the employer attach a 
stub or receipt giving employee’s name, 
earnings, and deductions, or is the face 
of the check sufficient if it shows this 
information ? That is one question, and 
there is one that comes right alongside 
of it. 

Question 17: Is it necessary to give 
each employee a detailed statement 
weekly, monthly, or yearly, of his earn- 
ings, deductions and net? 

Mr. CLEMENT: In answer to the 
first question, I would say that the in- 
formation shown on the face of the 
check is sufficient. We started out in 
our company by attaching a stub which 
was taken off by the employee; and 
later the ruling came out, concurred in 
by our legal department, that the face 
of the check was sufficient. 

The second question apparently re- 
fers to the amended Social Security law, 
and that is that after December 31, 
1939, which means in 1940, you have 
to give to your employee a receipt 
which shows what he earned, what you 
withheld, your name, the period cov- 
ered, and wages and everything as out- 
lined in the regulations. That has to 
be given to him. You can give them 
to him at your option, whether it is 
weekly or monthly or quarterly or semi- 
annually ; but it must be given annually. 





That, we see, has also to be given to 
any employee on the day he leaves in 
1940. So you had better have some 
forms-made out to start with in Janu- 
ary; if you let somebody go on January 
3, you have to include all that. 

There is one minor point on which 
I have checked with the Board, and 
that is that in some cases employers 
will pay an employee’s Social Security 
for him. In other words, you will pay 
him some money and not deduct his 1 
per cent., as at present. Under the law, 
as for next year, they have definitely 
said that is not wages, and on the te- 
ceipt you are supposed to show that as 
part of his contribution to the Old Age 
Pension Fund. That is the way they 
have ruled. 


INVENTORIES 


Question 18: What responsibility 
has a controller for physical quantities 
of inventories? Mr. Ellis. 

Mr. EL Lis: It seems to me that we 
might answer that by broadening it a 
little bit first and asking, what respon- 
sibility has the controller for anything ? 
I think that he has all of those respon- 
sibilities which derive from the duties 
expressed or implied in the office of 
controller in his particular company. 

Now, generally speaking, that would 
probably include, among other things, 
the duty of auditing all of the com- 
pany’s records and accounts, compila- 
tion of all costs, the preparation of all 
financial statements, the filing of tax 
returns. In order to discharge those 
responsibilities, it would seem to me 
that he must have the responsibility for 
the constant and continuous assurance 
of correct inventories, both as to quan- 
tity and as to valuation. 


Ouestion 19: What are the consider- 
ations governing a decision to centra- 
lize or decentralize the accounting work 
of a corporation? Mr. Cooper. 

Mr. Cooper: I think that is like 
some of the other questions we have 
had tonight. We could spend a whole 
evening on it. Usually we look on this 
matter from the standpoint of whether 
it is going to meet a particular require- 
ment, and also from the economy point 
of view. There has been a lot of cen- 
tralization going on. I know in our 
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own company we have done some of 
it, principally in order to adapt me- 
chanical equipment, and also to obtain 
uniformity of handling of certain 
items. However, on the other hand, 
through the decentralizing of records 
work you at times can spread the peak 
out over many individuals and relieve 
the few who have had to do an im- 
mense amount of work. 

But I think in order to answer that 
question properly you would have to 
have more facts. You would have to 
know more about what they hope to 
do, or what the purpose is. Usually, 
though, as I said before, we look on 
decentralization or centralization mostly 
from the economy angle. 

Question 20: Is there a_ practical 
plan for controlling research and de- 
velopment expenditures ? Mr. Thomas. 

Mr. THOMAS: From my own profes- 
sional engineering experience, I would 
say the only practical way is to budget 
such expenditures. Management should 
decide on what projects they are going 
to conduct development and research 
work, and allocate a certain amount of 
money to it. 


ENGINEERING MINDED 


I have seen two companies go into 
77-B because they were engineer- 
minded at the top and spent so much 
money on engineering and develop- 
ment that they could not continue to 
manufacture the products they were try- 
ing to develop. I have seen another 
company go out of business entirely 
for the same reason. 

One of these companies in particu- 
lar chose to use 3 per cent. of gross 


sales, whether they had a good or bad — 


year, for development and research 
work. As a result they got in hot 
water. One year they had an engi- 
neering force that spent two hundred 
and fifty thousand dollars, next year a 
half million; the next year they had to 
eliminate most of staff, and then the 
next year they started building all over 
again. 

I think it is very practical to deter- 
mine from the anticipated or budgeted 
income of the company how much you 
intend to spend on research and de- 
velopment. I think that no manufactur- 
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ing company, as compared with a mer- 
chandising company, can progress very 
far without having a certain amount 
of development and research work go- 
ing on all the time. 

CHAIRMAN Mackay: Thank you. In 
connection with that, Mr. Thomas, I 
came across a problem of just when to 
capitalize these research and develop- 
ment expenditures, and I am wonder- 
ing whether you have had any experi- 
ence on it. There are some varied 
experiences as to when you should be- 
gin capitalizing. 

Mr. THOMAS: One company I am 
associated with is going through that 
problem at the present time, strange as 
it may seem. The company had neg- 
lected research in the past, but new 
management has stepped in in the last 
year and one half and appropriated a 
considerable sum for research and de- 
velopment. As a result, the income of 
the company is down. The manage- 
ment discussed the problem of whether 
they should capitalize these expendi- 
tures or not. They have developed two 
distinct new products in the line. The 
Board of Directors decided that the 
conservative thing to do was to treat 
the expenditures as expense. The ac- 
countants of the firm had one opinion 
and the legal counsel had another. We 
are following the Board of Directors’ 
decision. I think this question should 
always rest with the Board. 

It is my opinion that under the Fed- 
eral Revenue Act, as a matter of fact, 
we can not take the amount of money 
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that we have spent and treat it as an 
expense. The examiners in a consid- 
erable number of companies are insist- 
ing that development and research ex- 
penses are capital expenditures and 
allowing only for depreciation rather 
than allowing you to take the whole 
amount, as you do when you choose to 
treat it as expense. This is particularly 
when a new product is developed. 

CHAIRMAN Mackay: Thank you. 
That last question was purely volun- 
tary on my part, and I do not want to 
hold up anybody's questions, but in 
view of Mr. Thomas's experience I 
thought I would like to learn some- 
thing about this capitalization in con- 
nection with that subject. 

Question 21: The Brown Company 
manufactures ladies’ handbags. The 
business has tremendous peaks of busi- 
ness during the winter months, necessi- 
tating many hours of overtime per 
week. Could the company obtain an ex- 
emption, under the Federal Wage and 
Hour Law, as a seasonal industry, and 
if not, why not? Mr. Parmelee. 

Mr. PARMELEE: No. 

CHAIRMAN Mackay: No? But he 
says, “How not and why not?” 

Mr. PARMELEE: That exemption 
just can not be abused, that’s all there 
is to it. Exemption is granted only 
when the seasonal fluctuation in hourly 
employment is due entirely to the abil- 
ity to produce raw materials. It has 
nothing to do with the market at all; 
Christmas or the winter months have 
nothing to do with it. If the raw ma- 
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terial used in manufacture is subject 
to seasonal fluctuation, then that ex- 
emption certainly can be obtained ; but 
it certainly can not be obtained in this 
instance at all. 


Question 22: Does the 1939 “‘last- 
in, first-out’’ option imply Treasury’s 
automatic acceptance of “application to 
use” or is it subject to usual delay in 
investigation? Mr. Ross. 


LAsT-IN, First-OUT 


Mr. Ross: The plan provides for the 
application to the Commissioner on the 
proper form with all the essential data, 
and then the permission is granted. 
However, that does not necessarily mean 
that on a subsequent audit the Com- 
missioner can not change you back to 
the other method if you have not fol- 
lowed all of the conditions. 


Question 23: What is most success- 
ful bonus distribution, a certain per 
cent. of annual earnings to everybody 
from top to bottom, regardless of 
length of service, or so much for each 
year of service? Mr. Church. 


Mr. CHURCH: Well, from the word- 
ing, ‘so much for each year of serv- 
ice,” I do not know whether he means 
percentage or dollars. I also assume 
that that means the year-end bonus 
rather than an incentive bonus such as 
is used in a plant. For a year-end bonus, 
in my opinion, the fairest method is a 
percentage for each year of service. 
Suppose 1 per cent. were selected. A 
person there five years would get 5 
per cent.; a person there ten years 
would get 10 per cent. 

But there are so many methods that 
I think that no single one is the best. 
I think that when you are giving a 
bonus you have to recognize a per cent. 

(From the audience): For a hun- 
dred years, you get one hundred per 
cent., is that right ? 

CHAIRMAN Mackay: Hundred years, 
hundred per cent. Thank you, Mr. 


Church. I think that answers the ques- 
tion. At least, if it does not, why, keep 
quiet and see him later. 

But today, you know, the papers 
said that under this new amendment 
of the Social Security Act, wherein the 
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benefits were greatly changed, a man 
could get a job at the age of sixty-four, 
work one year at twenty-five dollars a 
week, and establish an average earning 
of twenty-five dollars a week during 
his last year, and then retire after sixty- 
five and get twenty-five dollars a month 
for the rest of his life. He works one 
year, gets a job at sixty-four and aver- 
ages twenty-five dollars a week, and he 
gets twenty-five dollars a month for 
the rest of his life. And if he lives 
fourteen to twenty years, he gets that, 
and he pays in considerably less than 
what he receives over an average pe- 
riod of life of fourteen or fifteen years 
after sixty-five. He gets many thou- 
sands compared to his contribution of 
one year. 

That is actual fact. You know, they 
give 40 per cent. on the first fifty dol- 
lars and 10 per cent. on the next two 
hundred per month, and 1 per cent. on 
the total for every year you work; so 
if you work for fifty years, it’s 50 per 
cent.; if you work ten years, it’s 10 
per cent. If you work one year, as this 
man did, you get nothing added to it, 
but you get that famous 40 per cent. of 
the first fifty dollars and 10 per cent. 
of the next two hundred dollars, and 
that gives you twenty-five dollars a 
month. 

That is very interesting. Perhaps it 
would be well to keep out of a job 
until you get to the age of sixty-four, 
and then get a job at the age of sixty- 
four and get twenty-five dollars a 
month retirement. I do not know 
whether you are following me or not, 
but you all look quite interested any- 
how. (Laughter.) 


Question 24: If a depreciation re- 
serve provides for cost of removal of 
property retired, as well as the cost of 
the property less salvage, is it proper 
to deduct the entire reserve from prop- 
erty account in the balance sheet ? Mr. 
Olson. 


Mr. Oxson: As I understand the 
question, I think the answer is no. I 
shall explain the philosophy of that, 
which is that you should not take more 
out of an account than you put into it, 
and when you clear an account you 
ought to take out of it all that you put 








into it. In this case you have put more 
into the depreciation reserve account, 
than taken from the asset account, 
therefore you clear the reserve account 
for the amount deducted from the as- 
set account, and the balance, assuming 
a perfect theory, represents provision 
for the cost of demolition, for which 
you should debit the balance in your 
reserve account and credit your cost of 
operations. 


Question 25: In 1940, somebody— 
we shall call him A—is president of 
the Spitzer Corporation and, as such, 
receives a salary of fifty thousand dol- 
lars. And he is vice-president of the B 
Corporation and for his services re- 
ceives a salary of twenty-five thousand 
dollars. He is also secretary of the 
E. S. Corporation, which pays him a 
salary of ten thousand dollars. Now, 
there are three corporations. What is 
the total amount of taxes payable under 
the Federal Insurance Contributions Act 
with respect to his earnings in that 
year? Mr. Clement. 


OLp AGE BENEFITS 


Mr. CLEMENT: I think I shall read 
a couple of interpretations into that. 
First of all, I do not know what the 
Federal Insurance Contributions Act is. 
But let us assume first that it is the 
Old Age Pension and Survivors sec- 
tion, which is the new title, I am told, 
because there are going to be more sur- 
vivors than there are pensions. In 1940 
he is working for three corporations, 
so each corporation will have to pay 
thirty dollars on him, 1 per cent. of the 
first three thousand dollars, and each 
corporation will withhold thirty dol- 
lars from his salary. That makes thirty, 
sixty, ninety—one hundred eighty dol- 
lars that the Government will get. 

I think what he is referring to is the 
fact that the Government has decided 
that there are more taxpayers than cor- 
porations, so that every taxpayer who 
has paid in to the Federal Government 
more than thirty dollars because he 
works for more than one company is 
going to be allowed to apply for a re- 
fund. So Mr. A on two of his com- 
panies can say to the Government, “I 
paid in thirty dollars on the first one, 
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so you give me back thirty dollars on 
each of these other two.” So he can 
get sixty dollars back; but the corpo- 
ration itself is paying taxes, and the 
corporation can not get it back. 

Now, in so far as unemployment in- 
surance is concerned, which I imagine 
‘ais means too, the Federal Act has 
been amended to take 1 per cent. of 
the first three thousand dollars, so 
there is another ninety dollars that the 
three corporations will pay: thirty, 
sixty, ninety more. The individual is 
not taxed in most of the states. 


CONTROLLER AND OTHER TITLES 


Question 26: When a controller has 
been given a title such as vice-presi- 
dent, secretary, or treasurer, but still 
continues to exercise controller’s duties, 
is it not to his interest to drop the use 
of the former controller title ? Mr. Ellis. 

Mr. Euis: Well, this is a soap box 
opinion, but I think, first, there are 
some states, notably Delaware, where 
you can not hold more than two titles. 
That’s doing something about it. It 
would seem to me that if in fact there 
is an office of controller, the title could 
not be dropped. The duties of the 
controller would not adhere to the 
created office of vice-president or sec- 
retary or treasurer, unless it was 
amended. Now, mind you, I am go- 
ing back to something I said before, 
and that is that in my opinion an of- 
ficer is one whose duties are provided 
for in the by-laws or charter of the 
corporation. 

I think, too, that this might have 
some bearing on it. The Securities 
Act of 1933 provides that when you 
make a filing with the Securities and 
Exchange Commission for the sale of 
securities in interstate commerce, the 
statements so filed must be signed by 
the controller or the chief accounting 
officer, and, of course, other principal 
officers. So I believe that so long as 
there is such an office, not amended 
to be combined with another office, the 
title could not be dropped. 


Question 27: In view of lowered 
investment rates, is it proper to charge 
interest during construction at 6 per 
cent. per annum, or should a lower 
rate be used ? Mr. Cooper. 
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Mr. Cooper: Of course, a lot would 
depend on what the policy of the com- 
pany has been. Many industrial com- 
panies are not confronted with the 
problem, as utilities are. But if a com- 
pany’s policy has been over a number 
of years to charge interest at 6 per 
cent., there seems to me to be no rea- 
son why, because money rates are 
down now, it should deviate from that 
policy. 

However, there might be some cases 
where they are building a particular 
extension or a plant which has been 
specifically financed through a bond 
issue; you might make an exception in 
that case. But if it has been the gen- 
eral policy to charge 6 per cent. right 
along, I think it should be continued. 


Question 28: Is unabsorbed burden 
properly a charge to factory cost of 
goods, or financial expense? Mr. 
Thomas. 


Mr. THomas: Well, I wonder if 
the person who wrote that question has 
in mind unabsorbed overhead when 
a plant is working only at 50 per 
cent. of capacity or 30 per cent. of ca- 
pacity, or whether he is referring to a 
normal unabsorbed overhead. The 
latter, in my opinion, should be charged 
to the cost of goods sold to the extent 
that goods have been sold, and applied 
to inventory to the extent that you still 
have inventory; that is, that should be 
charged with a part of that unabsorbed 
cost. 

CHAIRMAN MACKAY: 
working at full capacity ? 

Mr. THomas: Yes. When a plant 
is working at 30 or 40 per cent. of 
capacity, it is not unusual for man- 
agements to determine that part of 
the overhead which does not apply, or 
should not apply, to that part of the 
plant or the plants, where there are a 
number of plants, and to exclude such 
expense, and show them as a separate 
item in the profit and loss statement, 
as “Expenses of Discontinued Plant’’ 
or “Unused Plant Capacity Expense.” 


You mean 


Question 29: Since advent of the 
Wages and Hours Law, with its attend- 
ant overtime to salary workers, in ef- 
fect puts salary workers on the same 
basis as hourly workers and eliminates 
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the justification for paying salary work- 
ers for lost time due to sickness, and 
the like, how many of the concerns 
represented have (1) changed from 
salary to hourly rates; (2) contemplate 
the possibility of such a change; (3) 
think such a change is fair, even though 
perhaps not advisable at this time? 
Mr. Parmelee. 


CHANGE FROM SALARY BAasIs? 


Mr. PARMELEE: First, the question 
can not be answered here, because it 
requires a consensus of opinion of 
various members of The Institute. I 
think there is not very: much of a 
question there; but there may be, and 
if there is a germ of a thought there 
I hope whoever wrote that question 
will get in touch with me, and I shall 
be glad to have the Institute Commit- 
tee consider it and perhaps question 
the membership. That is the best I 
can say on that question. 


Question 30: Are the depreciation 
rates published in tax services and reg- 
ulations the maximum allowed by tax- 
ing authorities, or do they represent 
a table of normal experience? If rates 
in excess thereof are used, will they 
be allowed for tax purposes? Under 
what conditions? Mr. Ross. 


Mr. Ross: I think somebody is 
psychic or trying to put me on the spot. 
However, I am very glad to say that 
the rates used in the tax services are 
intended only as a guide. You are 
all familiar with T.D. 4422. You 
probably all had visits about the time 
that came out, some four or five years 
ago, from the. Treasury Department. 
Probably most of you spent many 
hours of time getting schedules and the 
like prepared. 

At present there seems to be con- 
siderable activity again, especially since 
the-decentralization came in. The peo- 
ple in the Engineering Department, 
down at 90 Trinity Place, I under- 
stand, are very active these days in 
trying to look into the question of de- 
preciation. 

And when I say that the rates pub- 
lished in tax services are intended only 
to be a guide, I say: More power to 


(Please turn to page 56) 








The Controller, February, 1940 











Brief Items from Here 


and There of | 





Bank Controller's Duties 
Widening, Says Borton 


Mr. Cecil W. Borton, assistant vice 
president, Irving Trust Company, New 
York, and a member of The Controllers 
Institute of America, is the author of an 
article entitled “Looking Ahead’ which 
appeared in the January, 1940 issue of ‘The 
National Auditgram,” published by the 
National Association of Bank Auditors 
and Comptrollers. He writes in part that 
conditions are changing and that this may 
be a good time for him (the bank auditor 
or controller) to take a long breath and 
explore his surroundings more closely to 
see if he is keeping up with the changes. 
Mr. Borton believes that a prerequisite to 
making 1940 a year of achievement is 
maintenance of an alertness and recep- 
tivity to new ideas and possible improve- 
ments—a scientific viewpoint, tempered 
with practical experience, and practical 
application. 


Mexican Oil Seizure 
Described by Richberg 


An informative booklet entitled “The 
Mexican Oil Seizure” and has been pub- 
lished recently by Mr. Donald R. Rich- 
berg, counsel for companies involved in 
the Mexican expropriation of foreign- 
owned oil properties. In negotiations 
with the Mexican government he repre- 
sented directly the major groups of for- 
eign investors—the Standard Oil Com- 
pany (New Jersey), the Standard Oil 
Company of California and the British in- 
terests—and through the cooperation of 
their counsel, Mr. Patrick Hurley, was 
enabled to speak also for the Sinclair in- 
terests. 

Although he published them with the 
approval of his clients, it should be un- 
derstood, he writes, that opinions, or 
statements of facts as to matters peculiarly 
within his individual knowledge are pre- 
sented on his own responsibility, in an 
effort to portray events accurately as they 
have appeared to him. 

He believes that the explanation of the 
deadlock in the oil problem can be found 
only in an honest review of the develop- 
ment of the problem, in a candid discus- 
sion of the conflicts of interest involved, 
and in accurate knowledge of exactly what 
has been attempted since the oil expro- 
priation, through private and public ef- 
forts to find the way to a fair adjustment 
of these conflicting interests. The basis 
for such an understanding is provided in 
Chapter I, “The Historical Background of 
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REMARKS TO NEW MEMBERS | 


When the New York City Control 
of the Controllers Institute of Amer- 
ica held its monthly meeting in De- 
cember, the names of eleven newly 
elected members were called. In wel- 
coming the new members President 
E. B. Nutt, of the Control, said: 

‘| should like to say just a word to 
the new members. 

“Your membership in this organi- 
zation will mean much or little to 
you, depending upon two things: 
| first, your attendance at our meet- 
ings; and second—perhaps _ this 
should be first—the active interest 
you take in the affairs of the New 
York City Control. | can bear wit- 
ness that the more you put into this, 
the more you will get out of it. 

“‘l have made some very close per- 
sonal friends since | have been a 
member of the New York City Con- 
trol. But perhaps what is equally as 
important is that | have had oppor- 
tunities to associate with men who | 
knew much more about my problems | 
than | did; and | have always found 
that they were perfectly willing to 
give me the benefit of their view. 
| “Now, gentlemen—new members 

—you can not get that sort of thing 
unless you show a disposition to want 
to be a part, a real part, of our Con- 
trol. We do have a fine group of men, 
a very well-versed group of men, | 
think the top-notchers, in this Con- 
trol. So | suggest to you that you 
take advantage, full advantage, of 
your membership.”’ 











the Expropriation’; in Chapter II, ‘The 
Real Reason for the Expropriation”; and 
in Chapter III, “Negotiations Since the 
Expropriation.” 


Corporate Procedure Under 
Trust Indenture Act 


“Protection for Corporate Trustees 
Under the Trust Indenture Act” is the 
title of an interesting paper by Mr. Page 
Golsan, vice president, Ford, Bacon & 
Davis, Inc. which was recently published 
by this well-known company of engineers. 
The paper is not a legal analysis but 
takes up from a practical standpoint the 
means of trustees’ relief from liability 
in doing business under the Trust In- 
denture Act of 1939. 


Four More Reports In 
Study of Corporations 


The Securities and Exchange Commis- 
sion has made public four more of a series 
of reports based on a Work Projects Ad- 
ministration study now known as _ the 
Survey of American Listed Corporations. 

The current reports contain a summary 
of selected data on the manufacturers of 
lumber products, producers of paper and 
allied products, manufacturers of railroad 
equipment, and manufacturers of commer- 
cial cars and trucks. These summaries 
contain essentially the same information 
as the first fifty-five reports of this series 
which have been released, but unlike the 
first eighteen reports, they have not been 
printed in quantity, and, therefore, are not 
available for free distribution. 

They are, however, open to public in- 
spection and use at various offices of the 
Securities and Exchange Commission. 
Copies may be secured from the Securi- 
ties and Exchange Commission, Wash- 
ington, D. C. at prices indicated for each 
report: 


Report No. 56—MANUFACTURERS OF 
LUMBER PRODUCTS—58 pages— 
Price $5.60. 

Report No. 57—PROCEDURE OF PA- 
PER AND ALLIED PRODUCTS— 
108 pages—Price $10.56. 

Report No. 53\—-MANUFACTURERS OF 
RAILROAD EQUIPMENT—2 pages 
—Price $6.20. 

Report No. 5)—MANUFACTURERS OF 
COMMERCIAL CARS AND 
TRUCKS—58 pages—Price $5.80. 


A few copies of Report No. 5—SE- 
LECTED INFORMATION ON MANU- 
FACTURERS OF TIRES AND OTHER 
RUBBER PRODUCTS—are still avail- 
able for free distribution upon request 
to the Publications Unit, Securities and 
Exchange Commission, Washington, D. C. 
Copies of Reports Nos. 19 to 55 in- 
clusive, in addition to being open for 
public inspection at various offices of the 
Securities and Exchange Commission, may 
also be secured from the Commission at 
prices varying from $4.00 to $6.20. Re- 
port No. 37, Manufacturers of Industrial 
Machinery, Tools, Parts, and Equipment, 
(204 pages) is priced at $17.28 a copy. 


Management Association Issues 
Two Publications on Insurance 
Among the latest insurance publica- 
tions of the American Management As- 
sociation are two pamphlets: 
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(1) “Recent Insurance Management De- 
velopments,” which consists of papers 
on “The Legal Effect of Social Security 
Legislation,” ‘The Broker’s Message to 
the Insurance Buyer,’ “Reciprocal In- 
surance,” and “Fire Prevention.” 

(2) “Use and Occupancy,” and “Boiler 
Machinery Coverage,” with papers on 
“Recent Trends in Use and Occupancy 
Insurance,” “Boiler and Machinery Cov- 
erage from the Viewpoint of the Insured,” 
and “Boiler and Machinery Coverage 
from the Viewpoint of the Insurer.” 

Based almost entirely on actual man- 
agement practices in virtually every in- 
dustry, these papers represent the leading 
thought in their respective fields. The 
pamphlets may be purchased at 75 cents 


a copy. 


Overtime Now Preferred to 
Lower Merit Rating 


The combined effects of the Fair Labor 
Standards Act and the unemployment 
compensation laws, are presenting a prob- 
lem to industrial companies whose ac- 
tivities are on an increased scale. A 
decision must be made whether to put 
employees on longer hours, or hire addi- 
tional workers. Time and one half in 
wages must be balanced against higher 
unemployment insurance rates, if addi- 
tional employees are taken on, and later 
released, when business activity slackens. 
Merit ratings would be lowered. The 
predominant thought is to work the pres- 
ent employees on longer hours and meet 
the added expense immediately. 


Batt Heads American 
Management Board 


Mr. William L. Batt, president of SKF 
Industries, Inc., Philadelphia, has been 
elected chairman of the Board of Direc- 
tors of the American Management Associ- 
ation, to fill the vacancy caused by the 
death of Mr. James O. McKinsey, chair- 
man of Marshall Field and Company. 
Mr. Batt is recognized as a leader of the 
international management movement and 
has long been active in management and 
engineering circles in the United States. 
He is prominent in a large number of 
business associations and as chairman of 
the Board of the American Management 
Association assumes the leadership of an 
organization representing more than 3,000 
industrial and commercial companies in 
the United States and abroad. 


Personnel Conference of the 
American Management Association 


Solving the human problems of busi- 
ness and industry will be the theme of 
discussion at the mid-winter Personnel 
Conference of the American Management 
Association, to be held at the Palmer 
House in Chicago on February 14-15-16. 
More than 1,000 executives from indus- 
tries throughout the country are expected 
to attend the eleven sessions of the con- 
ference, which is to be under the direc- 
tion of Mr. J. W. Dietz, personnel rela- 
tions manager of Western Electric 
Company, and vice president in charge of 
the American Management Association’s 
Personnel Division. 


Many Companies Using Hold- 
Harmless Clauses in Orders 


Some companies, due to certain pro- 
visions in their liability policies, are plan- 
ning to use a hold-harmless agreement in 
connection with their purchases. Orders 
will either be stamped or will include a 
paragraph to this effect: 

“The seller agrees to indemnify and 
save harmless the buyer and/or its as- 
signs, subsidiaries, affiliates and repre- 
sentatives from and against any and all 
expense, costs and damages incurred or 
growing out of sales, distribution, pos- 
session and use of any of the above de- 
scribed goods or any part thereof not 
shown to be caused by buyer’s negli- 
gence.” 


When Should Wage-Hour Inspectors Be 
Permitted to Examine Records? 


A court test appears to be in store over 
the proposal that routine inspections of 
employment records be made by Wage 
and Hour Division inspectors. The Amer- 
ican Newspaper Publishers Association 
has issued a bulletin advising its mem- 
bers that compliance with the requests of 
wage-hour inspectors for information is 
optional with the publisher, in the ab- 
sence of a formal complaint. If a com- 
plaint has been made, the publisher need 
comply only after a formal court order 
has been issued. 

The bulletin states that in one case, in 
which an employee had lodged a com- 
plaint with the Division, the right of 
inspectors to examine records of all em- 
ployees was upheld. On November 22, 
Judge William Holly of the Federal Dis- 
trict Court at Chicago ruled that the 
power of the administrator to subpoena 


employers’ records did not violate the 
provisions of the Constitution which pro- 
hibit “unreasonable search and seizure.” 
An appeal from this decision is now pend- 
ing in the Court of Appeals for the 
Seventh Circuit. No case has yet reached 
the courts involving the right of examin- 
ing records where no complaint has been 
filed. 


Persona! Notes 


Mr. E. H. Farrell, a member of the 
Chicago Control, has been elected treas- 
urer of the Stewart-Warner Corporation, 
Chicago. He has been controller of the 
company since 1934. 

Mr. Elmer A. Kleinschmidt, member 
of the Philadelphia Control, has become 
executive vice president of York Ice Ma- 
chinery Corporation, of York, Pennsy]l- 
vania. He has been associated with this 
company for nearly twenty-nine years. 

Mr. Robert O. Monnig, controller of In- 
ternational Shoe Company, who is a mem- 
ber of the St. Louis Control, was elected to 
the Board of Directors of the company at 
the annual stockholders’ annual meeting 
which was held recently. 

Mr. Walter C. Otto, controller of the 
company for more than ten years, has 
been elected treasurer of The Wahl Com- 
pany, Chicago. He is a member of the 
Chicago Control. 

Mr. J. Homer Platten, formerly con- 
troller and executive assistant to presi- 
dent, American Car and Foundry Com- 
pany, New York, has been elected vice 
president and controller of the company. 
He is a member of the New York City 
Control. 

Mr. James E. Prescott, one of the earlier 
members of The Controllers Institute of 
America, who was elected to membership 
on June 6, 1932, was appointed assistant 
treasurer of Chartered Investors, Inc., Pater- 
son, New Jersey, at a recent meeting of the 
Board of Directors of that company. Mr. 
Prescott has been active in the affairs of the 
New York City Control since its organiza- 
tion in 1933. 


The Controllers Institute of America 
wishes to have, for study, copies of the 
annual reports of corporations to stock- 
holders for 1939, or the nearest fiscal 
year. Many controllers have placed 
The Institute on the mailing list to re- 
ceive copies of such reports. In cases 
in which such reports are made public 
it is requested that controllers make 
them available to The Institute, ad- 
dressing them to One East Forty-Sec- 
ond Street, New York City. 














TO CONTROLLERS WHO ARE NOT MEMBERS OF 
The Controllers Institute of America— 
And to Business Executives Generally: 


Has the War Affected Your Business ? 


HAS IT POSED ANY NEW PROBLEMS FOR YOU? 
YOU MAY THINK IT HAS NOT—BUT LOOK MORE CLOSELY! 


More than one hundred controllers of large companies spent one whole day recently— 
January 5—studying the problems presented to them, from a procedural point of 
view, by the war—and the new regulations affecting business—as a result of the 


European conflict. 
They looked at the problems involved in handling war contracts, with the United States 


or other governments. They examined the procedures to be followed under the 


Neutrality Act. 
They analyzed problems of foreign exchange, and of accounting for capital and other 


losses abroad; of consolidated statements; of getting dividends and other funds 
past currency blockades. 


The valuable information disclosed—the informal conclusions reached— 
have been summarized in a 60-page booklet— 


“War Problems of Business as the 


Controller Sees Them” 


The Booklet Is Due to Come off the Press Early in February 
It Will Be Available to Controllers, Financial Officers, and Others, at 


$1.25 a Copy 
The Edition Will Be Limited. Order Yours Now! Remit with Order. 





ORDER BLANK 
Controllers Institute of America 
One East Forty-second Street 
New York, N. Y. 


BED AMIE ssrcessvsscssnctosvecessianessyensns copies of booklet, “War Problems of Business,’”’ at $1.25 a copy, for which 


ae is enclosed. 
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Announcement of Student Prize Essay Contest 


The Committee on Education, of The Controllers Institute of America, 
announces a prize essay contest for the best papers on controllership sub- 
—- graduate and undergraduate students in collegiate schools of 

usiness. 


Eligibility RULES GOVERNING COMPETITION 


The competition is open to regularly enrolled, full time graduate and undergraduate stu- 
dents in recognized collegiate schools of business in the United States. Members of The 
Controllers Institute or persons now eligible for membership can not enter. 


Prizes 

Two prizes of $50 each will be awarded, one for the winning paper submitted by a gradu- 
ate student, the other for the winning paper submitted by an undergraduate student. In addi- 
tion, one year subscriptions to ‘The Controller,”’ the monthly magazine of The Institute, will 
be awarded for each of the two next best papers submitted by graduate and by undergradu- 
ate students, a total of four subscriptions in all. 


Publication 

The two papers for which the prizes of $50 each are awarded will be published in ‘’The Con- 
troller.’ A condition of entering a paper in this contest is that the contestant specifically 
agrees that it becomes the exclusive property of The Controllers Institute of America and 
may be used by it in any way it elects. No papers will be returned. 


Subjects 
The papers shall be submitted on one of the following subjects: 
1. What is controllership? 
2. Place of the controller in the business organization. 
3. Organization and work of the controller's department. 
4. Relations between controllers and public accountants. 


Form of Manuscript 

Papers must be no less than 3,500 and no more than 5,000 words in length and typed on 
one side of plain white paper, 8/2 x 11 inches. All sheets are to be stapled or otherwise se- 
curely fastened together. The first sheet must give the subject, the name and address of the 
writer, the institution in which he or she is enrolled, and state whether the contestant is a 
graduate or an undergraduate student. If previously published material is used, its source, 
including the name of the book or other publication, the author, the publisher and the pages 
on which the quoted material appeared, must be given in footnotes. If the policies, practices, 
procedures or forms of a company are used or referred to, the written permission of the com- 
pany must be secured and the letter of permission submitted with the paper. 


Submission and Closing Date 
All papers must be postmarked not later than April 3, 1940, and addressed to the ‘’Con- 
test Editor,’” Controllers Institute of America, One East Forty-second Street, New York, New 


York. 


Judges 
The judges will be appointed by The Controllers Institute and will include both members 
of The Institute and educators. The decision of the judges will be final in all matters relating 
to the contest. 
JOHN H. MacDONALD 
Chairman, Committee on Education 
February 1, 1940. Controllers Institute of America 














Controllers’ Question Period 
(Continued from page 51) 
any of you who can get larger rates than 
are shown in those services. 

Question 31: At what value should 
by-products or residuals be taken up 
in the material and supplies account 
when such by-products or residuals 
are not immediately sold? Mr. Church. 

Mr. CHuRCH: First, they should be 
taken up at whatever price they are 
credited to work and process inventory. 
The method of arriving at the cost is 
elective with the management, I would 
say; and that has a wide spread and 
is different in various industries. That 
question does not give us any type of 
product. 

I can think of one just off-hand that 
works back from the selling price, de- 
ducting from the expected selling price 
the delivery cost and the sales cost and 
the storage cost on the basis of the 
average length of storage, thereby 
crediting the work and process with 
the difference, which makes the by- 
product break even and throws all the 
profits to the principal product. 

Question 32: Does the method of 
charging plant additions to the asset 
account and taking depreciation on 
the increased value have an advantage 
over charging the revenue account and 
continuing depreciation on the original 
value? If so, what? Mr. Olson. 

Mr. OLson: I think the answer to 
the first part of that question is yes, 
if the expenditure is for an asset hav- 
ing life of more than a year or two. 
In answer to the “What?” it might be 
said that this tends to equalize the costs 
of operation. That is a short answer. 

I would not want anyone to be mis- 
led by the very excellent remarks of 
Mr. Ross in reference to the rates of 
depreciation; as he wished you more 
power to get higher rates than shown 
in the services. I caution you against 
getting those in loss years. 

Question 33: The White Company 
and the Black Company each have a 
payroll of one hundred thousand dol- 
lars subject to the Federal and New 
York State unemployment insurance 
tax. White Company pays its state 
tax on January 30, 1940, and files its 
Federal return and pays the Federal 
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tax on January 31. Black Company 
files both returns and pays both taxes 
on June 1, 1940. Without consider- 
ing interest and penalties for late pay- 
ments, what will be the total amount 
of unemployment insurance taxes paid 
by each? Mr. Clement. 

Mr. CLEMENT: Well, let us see. 
White, one hundred thousand dollars, 
3 per cent. The Federal Government 
will assess him three thousand dollars; 
that is for the year payable in 1940. 
Now, we have to assume that this 
payroll is such—that is, in New York 
State—that it will not have executives 
there making more than three thousand 
dollars, and we have to assume that 
everybody earns less than three thou- 
sand dollars. Let us take it out of 
New York State. Then the Govern- 
ment will credit you with 90 per cent. 
of what you pay the state. It so hap- 
pens in New York State that you can 
file a claim and get back what you 
have paid them over 3 per cent. 

So, in the case of the first company, 
which files on January 30, which is the 
last day you can file to get credit on 
your Federal return, you pay the state 
two thousand seven hundred dollars 
and the Federal Government three 
hundred dollars. You will pay your 
full three thousand dollars on your 
payroll. 

I think the point of the second ex- 
ample is that there was an enabling 
clause put in at this recent session of 
Congress, in which they say that if 
it is filed by June, they will allow you 
90 per cent. of what you could have 
claimed as a deduction. So if you 
could have claimed twenty-seven hun- 
dred and they allow you to claim only 
90 per cent. of that, they will let you 
take off only twenty-four hundred and 
thirty, which is two hundred seventy 
dollars less than you would have 
claimed. 

So if you do not put in and pay 
your New York State return by Jan- 
uary 30, in this particular case, you 
have to pay an additional two hundred 
seventy dollars to the Federal Gov- 
ernment. But even that is in contra- 
diction to the law, which says that if 
you do not pay your state tax when 
it is due, you are not allowed any credit 





against the Federal tax; so they have 
liberalized it to a certain degree by 
letting you file it five or six months 
afterward, and in this case it would 
be two or three hundred dollars more 
if you do not pay New York State by 
January 30. 

Question 34: Does the controller 
really control? Mr. Ellis. 

Mr. Extis: That is a very broad 
question. There are many men in in- 
dustry today in the position of control- 
ler who hold positions of great power 
and in rank and in authority are im- 
mediately below the president of the 
company. In other companies I think 
we are all aware that the title of con- 
troller has been given, without the con- 
forming duties, to someone in lieu of 
a salary increase. That, to me, is the 
answer to that question. It is not spe- 
cific, but it covers the ground. 

PRESIDENT NutT: I am sure we are 
very grateful to the chairman for the 
fine job he has done, and to our ex- 
perts. I know that each one ac- 
cepted the assignment with fear and 
misgiving, but I am sure we all ap- 
preciate the fine jobs they have done. 
I want to thank them individually for 
cooperating, because after all we do 
need the help of the individual mem- 
bers. 

Gentiemen, I appreciate the coop- 
eration of the membership in sending 
in these questions. I think perhaps 
you have learned something. Those 
of you who have sent in your questions 
have learned that it is very helpful to 
give perhaps a bit more information, 
to be a little more specific in asking 
your questions. As the chairman said, 
many of these questions had to be re- 
phrased, and that took considerable 
time. If you are a little bit more spe- 
cific, perhaps your answer will be a 
little more satisfactory. I think there 
is nothing further. I want to extend 
to all of you a happy greeting for 
Christmas, and health and prosperity 
for next year. 


September 23, 24, dates of Ninth 
Annual Meeting of The Controllers 
Institute of America, at Hotel W aldorf- 
Astoria, New York City. Set these 
dates aside. Plan your business trip to 
New York at that time. 
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Case Material on Controllership Problems 








PROPER LOCATION OF A DEPARTMENTAL 
ACCOUNTING OFFICE 


Type of Case 

This case is illustrative of the im- 
portance of physical location in the ar- 
rangement of departments in a series 
of three or more departments perform- 
ing related accounting work, partic- 
ularly in a vertical relationship where 
the work originates in an initiating de- 
partment and flows in straight line 
sequence to the last department con- 
cerned. The kind of problem ex- 
plained is probably to be found only 
in large organizations where specializa- 
tion of accounting operations by de- 
partments is likely to be the case, due 
to the magnitude of operations and to 
the volume of repetitive documents 
and duties. In small organizations or 
businesses, all such related accounting 
operations are typically performed 
within a single accounting area. 


Situation Prior to Change 
The case is concerned with the Re- 
ceiving Department, the Accounts Pay- 


‘able Department, and the Disburse- 


ments Department of a large manufac- 
turing plant in which a large volume 
of goods of many kinds was received 
from a great number of suppliers, with 
the daily receipt of hundreds of in- 
voices covering a wide variety of mer- 
chandise. Many invoices related to the 
same classification of materials, and 
frequently several invoices that dealt 
with the same materials were received 
from a single supplier. In general, the 
Receiving Department checked in all 
incoming shipments, wrote receiving 
reports from the checkers’ slips, and 
made copies of the purchase orders. 
The Accounts Payable Department was 
the focal point for matching suppliers’ 
invoices, carriers’ invoices (freight and 
truck bills), and copies of receiving 
reports, in order to make sure that in- 
voices were properly made and that the 
goods specified were received as billed, 
before sending the invoices to the Dis- 
bursements Department for payment. 


With the completion of this audit of 
the documents the Accounts Payable 
Department daily credited the proper 
amounts to the Accounts Payable Ac- 
count and made the corresponding 
debits to the respective producing and 
manufacturing divisions of the plant 
where the goods and materials were ac- 
tually received. Upon receipt of the 
suppliers’ and carriers’: invoices from 
the Accounts Payable Department, the 
Disbursements Department paid the in- 
voices when due, charging Accounts 
Payable Account and crediting Cash- 
in-Bank Account. 

The Accounts Payable Department, 
comprising eight employes, together 
with the Disbursements Department, 
with its approximately thirty employes, 
occupied a large room in a central of- 
fice building which was somewhat re- 
mote from the factory operations and 
the Receiving Department. The Re- 
ceiving Department office needed to be 
in the factory where the goods were 
unloaded, while the Disbursements 
Department naturally was given a cen- 
tral office location. 


Deficiencies in Original Papers 

The checking of suppliers’ invoices 
against carriers’ invoices and receiving 
reports was often a difficult operation, 
particularly when one or more of the 
three documents presented insufficient 
or incorrect information. It was neces- 
sary frequently to make a great many 
telephone calls each day to the Receiv- 
ing Department and to other points in 
the plant in order to complete the data 
required for passing a given number 
of invoices. One Accounts Payable em- 
ploye, who was known as a “Trouble 
Shooter,” spent his entire time making 
trips from the Accounts Payable De- 
partment to the Receiving Department 
in the factory for the purpose of re- 
checking and supplying deficiencies in 
the original papers. 

57 


Because of the great volume of in- 
voices and reports received each day 
the invoices often became ‘‘clogged”’ in 
the Accounts Payable Department, 
with the result that charges to the re- 
spective manufacturing divisions were 
delayed. Cash discounts were occasion- 
ally missed despite a daily check of in- 
voices on hand for discount dates, and 
late or lost invoices or receiving slips 
were not always discovered immedi- 
ately, which, in turn, increased the cor- 
respondence to and from suppliers and 
carriers concerning unpaid bills. So 
long as the matching of basic papers 
could be performed promptly in the 
Accounts Payable Department, the ef- 
fort required and the possibility of er- 
rors in checking were greatly reduced. 
But when “clogging” occurred, the 
mere volume of invoices and reports 
handled in the department increased to 
an overwhelming degree the possibility 
of misplacing documents or of mis- 
matching like shipments. Then this in 
turn gave rise to still greater confusion 
and to the need for a still larger num- 
ber of corrections—and so on. 


Change Made 

Thus it was imperative to keep the 
number of unmatched invoices and re- 
ceiving reports in the department at 
any time at a minimum. It was de- 
cided to move the Accounts Payable 
Department nearer the source of its in- 
formation, that is, in the factory along- 
side the Receiving Department. This 
move placed the Accounts Payable em- 
ployes close to the actual receipt of the 
goods, and made possible frequent and 
easy contact with the Receiving Depart- 
ment clerks, checkers, and inspectors. 


Advantages Gained by Change 

This rearrangement of departments 
dealing with the accounting for pur- 
chases was superior to the former de- 
partmental arrangement in the follow- 


ing ways. 
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I. ECONOMIES: 

A. In Time 
1. Eliminated overtime in the Ac- 

counts Payable Department. 

. Necessitated fewer telephone 

calls, and meant shorter trips 
to point of actual receipt of 
goods for the purpose of re- 
checking data. 

3. Reduced correspondence with 
suppliers concerning late or 
incorrect payments caused 
by lost or delayed invoices 
or receiving slips, or by mis- 
matching documents. 

4. Called for less rehandling, 
sorting, and filing of in- 
voices and receiving slips be- 
cause of the reduced volume 
on hand at one time. 

B. Practically eliminated the pos- 
sibility of missing cash dis- 
counts by reducing the like- 
lihood of overlooking a dis- 
countable bill on its due date. 


N 


II. GREATER EFFICIENCY: 

A. The respective factory divisions 
received their accounting 
charges more promptly and 
with fewer errors. 

B. There were fewer documents on 
hand at any one time, thus 
facilitating prompt and accu- 
rate work in all operations. 
Through the reduction in the 
number and importance of 
peak periods, there was less 
rush and consequently fewer 
errors. 

C. Information was much more 
centralized. 

D. The Accounts Payable Depart- 
ment was close to the source 
of its information and to the 
actual goods received, which 
afforded prompt recheck be- 
fore the goods became un- 
identifiable or lost in process. 

E. The Accounts Payable and Re- 
ceiving Departments worked 
alongside each other with 
greater harmony and coop- 
eration. This resulted in 
greater efficiency in planning 
operations and in routing 
work which affected one or 
both departments. 
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A DAY WITH A*PRODUCTION 
CHASER’ IN A FACTORY 


What does a “production chaser” 
do? A vivid answer was given to that 
question by an employee of the Hey- 
wood-Wakefield Company, Gardner, 
Massachusetts, in a report turned in to 
the management, which has been mak- 
ing a job analysis, directed at employees 
on the non-productive payroll. The 
analysis uncovered evidences of dupli- 
cation, some unnecessary reports pro- 
duced for individual attention, and the 
existence of records which, once re- 
quired, have become a fixed and con- 
tinuing expense to the company. 

The production chaser went into de- 
tail in his report, saying: 


WHAT PRODUCTION CHASER DOES 


“EIGHT O'CLOCK: I pick out the im- 
portant items on the factory orders to 
be shipped during the present week 
with you. Then my journey begins: I 
go down to the hardware department 
and tell Ed what jobs must be shipped, 
and he will say go see so and so and 
get me such an article. 

“Next I find Dixon or Paul, and 
they will say get me so and so, or find 
this rubber, or have this repaired. Next 
I see Ed Pelso and tell him what we 
need for the jobs we are pushing. 
Most all the time he will say I saw 
Hank, and others, about them and he 
(or they) will say, you will get them 
when they're done. I will go down 
and see if I can’t get some kind of a 
promise. If I don’t think it is good 
enough I go back up to the office and 
see you. If you do not think it is 
good enough, then you send me out to 
get a promise from Sev. Sometimes it 
takes a long time to find Sev., but when 
I do, we go to see the foremen and 
make the best promise that is possible. 

“Then over to the wood shop to 
Atkins to get the orders moving, and 
he will always say without fail, go and 
get me the straps and brackets or else 
Bill hasn’t got the stock down yet. If 
Bill hasn’t the stock I go down to see 
Ralston and see what is holding it up. 
Sometimes he sends the stock up to 


Joe so I go up to Joe’s and get the job 
moving and a promise from him when 
he will get it up to Bill's. I get a 
promise from Bill and then I go down 
to see Atkins and get a promise from 
him. If it is a mechanical seat I go 
over to Vic Chase and see him. He 
will say get me the back irons or hinge 
brackets, and so on. I will go after 
the articles he needs and when I re- 
turn I get a promise from him. 

“Over to the paint shop and see 
John Franz and get the jobs painted. 
He always has half the job and I will 
have to chase up the other half, before 
he will paint any part of the order. 

“Down to the buses and see how 
they are coming along. I find out what 
time the buses will be completed. I 
also get parts for the buses. Next I 
see Jim Clancy and tell him what he 
will get to ship. I then go back to 
the office and make my report to you, 
then get the draftsmen to check. Then 
back out into the shop and deliver the 
factory orders and change notices and 
have the change notices signed by the 
foreman. Then I make the rounds again. 

“At four o'clock I come back in the 
office, tired out, with the slips that I 
have collected from the wood shop and 
machine shop.. I check these slips over 
with my factory orders.” 


Foreign Exchange Accounting 

(Continued from page 40) 
actual net is the result. It makes no 
difference what happens to exchange 
or how the rate changes. Each 
month-end the books reflect the con- 
dition as of that date, and eventually 
record actual realization. After all, 
the point of interest is not that £100 
was sold, but what was sold in 
United States dollars. 

Any profits or losses arising from 
financial transactions unrelated to 
the business, such as treasurer’s or 
investment department operations, 
can be credited or charged to Mis- 
cellaneous Income or Expense as 
part from the above named Foreign 
Exchange Adjustment to sales. 
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He: Miss Dale, you’re a fast worker! 


She: Thanks! But it’s just that new 


MODEL M CUSHIONED-TOUCH 


COMPTOMETER 











*Comptometer Economy” is a familiar (and 
pleasant) story to executives in almost every 
business and industrial field. It’s a story that 
“boils down” to more figure work handled in 





less time at lower cost, through high speed, 
Controlled-Key accuracy, flexibility—and mod- 
ern Comptometer methods. 


And now, the handsome new Model M Cush- 
ioned-Touch Comptometer offers all the funda- 





mental Comptometer advantages, together with 















ce many important new features and improvements 
which contribute to increased figure-work savings. 

A demonstration of ““Comptometer Economy,” 
as it applies to your own figure-work problems, 





may be arranged by telephoning your local 









Comptometer office ... or by writing direct to 
Felt & Tarrant Manufacturing Company, 
1734 North Paulina Street, Chicago, Illinois. 


LIGHTER key-stroke and remarkable new quietness of 
operation are among the host of improvements built 
into the new Model M Comptometer. 

































NEW FEATURES OF THE MODEL M CUSHIONED-TOUCH 
COMPTOMETER 


For faster, easier operation: 


Lighter key-stroke 
Flexible keyboard 
One-hand subtraction 
improved decimal pointers 


For greater quiet: 


Mechani floated in rubber 
Scientific soundproofing 





For improved appearance: 


Cancelling lever built inside case 


New color and modern, simplified lines to 
harmonize with modern office interiors 


For minimized eye-strain: 
No-glare answer dials 


hi. 1 


Larger, more legi als 
Restful grey-green color 





COMPTOMETER 


REG. U. S. PAT. OFF. 














Whether you as controllers are di- 
rectly or indirectly responsible for per- 
sonnel policy is immaterial. It is es- 
sential that the personnel problems of 
the controller be approached scientif- 
ically, and you must assume an active 
interest in this most important admin- 
istrative function. Adoption of a well- 
rounded and intelligent program of se- 
lection of employees for the control- 
ler’s department will, in my opinion, 
answer the subject of this discussion— 
“Personnel Problems of the Control- 
ler.”’ 

My discussion will center around the 
accounting executive who is responsible 
for the selection and training of his 
own personnel, rather than the control- 
ler who is fortunate enough to enjoy 
the advantages of a modern personnel 
organization, which might possibly be 
supplemented by a training school. 

The diversified responsibilities of 
the controller have been increasing as 
the result of the complexities of mod- 
ern business and the involved and ever- 
changing accounting problems under 
many of the New Deal legislative pro- 
grams. The demands on the time of 
the corporate accounting officer are in- 
deed great and it behooves him to pro- 
vide himself with adequate and thor- 
oughly trained key men and executive 
assistants. His success will be meas- 
ured to a marked extent by his ability 
to surround himself with skilled assist- 
ants. 

A discussion of this magnitude 
could readily be extended over many 
hours without fully covering all of the 
essential analytical elements, but I shall 
attempt to review the more important 
aspects of this problem in the order of 
logical correlation. 


JURISDICTION OF THE CONTROLLER 


I suggest as a first requisite to an 
intelligent review of this problem that 
we consider the departmental jurisdic- 
tion of the controller. In many cases 
the controlter’s authority is confined to 
the accounting department. In others, 


Personnel Problems of Controller 


By E. V. Batteurs 


he may be in charge of all office per- 
sonnel and in many cases his authority 
may extend to certain operating de- 
partments. Therefore, before attempt- 
ing a review of the jobs functioning 
under the controller, a thorough pic- 
ture should be had of the departmental 
jurisdiction. 


JoB CLASSIFICATION 


Let us first classify each job func- 
tioning under the controller into jun- 
ior, intermediate, senior, and executive 
groups. Prepare an intelligent analysis 
of each job to determine its personnel 
requirements. It is perfectly obvious 
that an applicant for a sales department 
clerical vacancy would not be seriously 
considered for an important accounting 
or treasury department opening. 

Determine by careful study, your job 
requirements and administrative per- 
sonnel policies. Do not copy them from 
a handbook. Just because The John 
Smith Company or the XYZ Company 
employs male secretaries, it does not 
necessarily follow that you should do 
likewise. One company employs female 
supervisors for mechanical bookkeep- 
ing work, others may employ men in a 
similar capacity. You must decide 
which selection is best for your com- 
pany. Having completed the job anal- 
ysis and having graded these jobs into 





| 
eae controller has more than a | 
passing interest in the subject 
which is dealt with by MR. Bat- 
TEURS in this paper. The person- 
nel problems of his own depart- 
ment are of course under his 
jurisdiction; those of the company 
as a whole under his observation. 
Mr. Batreurs /s controller of 
the Industrial Rayon Cor poration, 
Cleveland. He presented his paper 
at a meeting of the Cleveland Con- 
trol on December 12, 1939. 


—THE EDITOR. 
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rating groups, we are now ready to 
consider minimum and maximum sal- 
aries for each job analysis within each 
group. 

In reviewing job classifications, do 
not overlook the possibility of simpli- 
fication of system structure. Consider 
also the Fair Labor Standards Act and 
state statutes limiting the hours of 
females. Consider also the possibility 
of staggering the personnel for peak 
load problems, particularly during ac- 
counting closing periods. 


RIGHT MAN IN RIGHT PLACE 


Personnel selection may be defined 
simply as “placing the right man in the 
right place, whether it be in industry, 
education, or government.” Putting 
the right man in the right place means 
that the job must not be too easy or too 
difficult for him. It must offer promo- 
tional opportunities and an environ- 
ment to which it will be possible for 
the applicant to find a satisfactory ad- 
justment. Without motivation your se- 
lection will fail, and a satisfactory en- 
vironment will have much to do with 
establishing proper motivation. 


ELIMINATE RELIGIOUS PREJUDICE 
FROM SELECTION OF EMPLOYEES 


Give more time to the proper deter- 
mination of a man’s intelligence and 
capabilities, and less time to an investi- 
gation into his religious beliefs. Where 
a man worships his personal God is 
immaterial. There are many systems of 
general philosophy and there are many 
systems of religious philosophy. If you 
have a marked antipathy to atheism, I 
see no objection to requiring some evi- 
dence that a man has a belief in a 
Supreme Being. Personally, I feel that 
a man needs faith. It is a crutch he can 
use to good advantage when things are 
not going well with him. It is not im- 
portant, however, to determine what 
that faith is. I think it can be shown 
definitely that groups of dissimilar re- 
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Phenomenal ?..... 


wei the simple FACT that 2,068 Certi- 
do | fied Public Accountants, Chartered Ac- 


es countants, Certified General Accountants, 
an 


of 
lity 
“K | Studied with LASALLE 


and other Accountancy Degree Men, 


= 


N™ active in the United States are about 17,000 holders of the hon- 
ored certificate of Certified Public Accountant. Of these, 1,875 


ned (about ten per cent of the total) have studied accounting or coached for 
the . mae OTe ; 
; the C. P. A. examination in the Higher Accountancy Department of La- 
try, . — : : 
ing Salle. And this figure takes no account of the many more holders of the 
ans certificate who have studied the LaSalle Accountancy Course in other 
too institutions which use our text material as the basis for their training. 
mo- 
-on- The full significance of this fine record can only be appreciated when it is 
for remembered that there are scores of high-grade educational institutions 
ad- —state universities, great endowed universities, colleges of commerce, and 
se- p ' : ; 
schools of accounting—from which come hundreds every years to practice 
ei ) 
vith accounting, and sooner or later, to take the examination for the coveted 
C. P. A. certificate. 
~ In addition to this large list of LaSalle holders of this certificate in the 
S United States, a number of other LaSalle students hold the certificates of 
Chartered Accountant or Certified General Accountant in Canada. Still 
ter- other LaSalle men hold equivalent certificates in other countries. The 
and Rag ee 
; total list in all countries is 2,068. 
esti- 
nere (Frankly, our reference to this record is made for just one 
‘+s ; ; 
of purpose: that you may realize the quality of our Account- 
any ancy training, and be able to endorse it wholeheartedly to 
you associates or employees.) 
n, J 
evi- Literature on our Higher Accountancy training program (and similar 
na facilities in other fields) will be sent on application to DEPT. 2346-H 
that 
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Significant?..... YES! 


s 
Affirmations ome 


My success in the examination was due en- 
tirely to the training which I received from 
you. Your Higher Accountancy course cer- 
ta*nly does give one the right kind of prepara- 
tion. 
C..FiC.g C.F. Ms 
Alabama 


When I started your course in Higher Account- 
aney, I knew little, in fact almost nothing 
about accounting. I never took or studied any 
course except yours. I have always had a 
good word for LaSalle. 
Boh. pO. FA 
Arkansas 


It was entirely through the efforts of the La- 
Salle instruction staff, the completeness of the 
course, and your personal co-operation, that 
it was possible for me to pass successfully 
the California C. P. A. examination. 
D. A: Wig C.F &: 
California 


I was one of the three successful C. P. A. 
candidates in the November Connecticut e.x- 
amination. Since twenty-two took the exam- 
ination, the results certainly speak volumes 
for you and the LaSalle coaching methods. 
BP. hi Bug C.F. Ae 
Connecticut 


Without the benefit of any other schooling 
than the LaSalle Accountancy course and the 
optional C. P. A. review, I was able to pass 
the District of Columbia C. P. A. examina- 
tion on my first attempt. 
R.. 6: Bes Ce Be Me 
D. C. 


My success in the C. P. A. examination IJ at- 
tribute to quite a considerable extent to your 
training, and I am quite sincere in recom- 
mending it to young men who are studying 
jor the degree, or who want to improve them- 
selves in accountancy. 

J. 4. H., C. P. A. 

Florida 


I received wonderful benefit from your ac- 
counting course, and would never have been 
able to pass the C. P. A. examination with- 
out the knowledge received through your 
course. 
F. Buia Ci PA, 
Georgia 


Tl am now a C. P. A., through passing the 

American Institute of Accountants examina- 

tion. Another victory for a LaSalle man. 
oo, C.F. a. 
Idaho 


I give full credit for my success to your 
training, and I especially appreciate the 
valuable assistance you gave me in the C. P. 
1. Coaching Course. 
EE. Ee C.F. a. 
Illinois 


«| LASALLE EXTENSION UNIVERSITY 





vhat | = ————_________——_ Correspondence Institution 


4101 South Michigan Avenue 











Chicago, Illinois 
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ligious beliefs work better together 
than those of like or similar religious 
afhliations. 


EMPLOYMENT APPLICATION FORMS 


I have found the use of a copiously 
prepared application a helpful instru- 
ment for a preliminary interview. It 
has too many limitations to serve any 
purpose other than a conversational 
guide and as a record of the name and 
address of the applicant and of his 
previous experience. 

We should not overlook the difh- 
culty of determining facts from an em- 
ployment application. It is merely a 
starting point in your investigation. We 
know definitely that there is much ex- 
aggeration in written responses by the 
applicant, which, although slight in 
one question, may be great in the ag- 
gregate. Records of the World War 
reflect only 6 per cent. accuracy in 
stated opinions of ability. Remember, 
too, that the applicant gives opinions, 
not facts. 

Will the use of progressive inter- 
views enhance the valuation of the ap- 
plication blank? I think not. Several 
interviewers will generally disagree 
and the opinion of the most aggressive, 
or the one of the highest rank, will 
generally prevail. The interview and 
the application blank are not likely to 
throw much light on inherent capacity 
in the absence of acquaintance with the 
applicant. 


First IMPRESSIONS 


How many of us sincerely believe 
that if we follow our first impressions 
we will avoid mistakes ? Unfortunately, 
gentlemen, science does not agree with 
your egotistical attitude toward your 
first impressions. 

The same carriage, same appearance, 
and same character will produce, in 
many instances, contrary first impres- 
sions on experienced employment in- 
terviewers. It has been found that re- 
sults just as accurate as so-called first 
impressions can be obtained by draw- 
ing papers from a hat; the mathemat- 
ical chances of success are just as great. 

Remember that the first impression 
depends on the person giving and not 
on the one receiving. Have we not all 
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been amazed at some time or other 
when timidly calling on a prospective 
employer, to hear him say after a few 
seconds of conversation, ‘Well, young 
man, you are hired, you look the part 
of a skilled accountant.” 


DETERMINATION OF INTELLIGENCE, 
ABILITY, AND APTITUDE 


If your applicant has been a recent 
college student, determine by corre- 
spondence with the educational insti- 
tution his Binet mental age. The 
psychology department of any large 
university will be glad to put you in 
touch with literature which will ex- 
plain the importance of these ratings in 
determining the vocational possibilities 
of an applicant. 

A man to be a successful accountant 
should have a high Binet mental age. 
True, we hear of the frequent failure 
of superior rated students in simple 
industrial assignments. This is in most 
cases due to lack of motivation, and 
there are many remedial measures 
which you may adopt to eliminate this 
hazard. The failure of many applicants 
is the result of misunderstanding of 
the importance of motivation by the 
employer. It may be that we have 
failed to guide him through his period 
of environmental adjustment. 

Mental alertness does not always im- 
ply general ability. See that the ability 
of the worker is adequate to the task 
to which he is assigned. Many of you 
no doubt feel that you can estimate in- 
telligence or mental ability by an inter- 
view. The facts are not in accord with 
this view. So-called professional char- 
acter readers do no better than 10 per 
cent. What is true for intelligence 
probably holds for most of the other 
traits of human character. 

I personally know of several edu- 
cated business men who are serious 
converts to astrological conclusions. 
This may be dismissed briefly as super- 
stition. No, gentlemen, we can not se- 
lect our assistants and build our per- 
sonnel by egotistically insisting on 
powers of observation which we do not 
possess, by studies of the solar system 
as it relates to the applicant’s birthday, 
by phrenological examination, or by 
physiognomical observation. If it is 
part of your present plan of analyzing 





prospective employees by photographs, 
I suggest that you carefully review the 
available facts regarding the asininity 
of this current employment practice. 
As to the accuracy of judging character 
from photographs, it may be said that 
10 per cent. is a good average. You 
can get an average at least as good as 
this from laying the photographs face 
down. Try it and be convinced. 

The same photographs with the sub- 
jects smiling or a change of clothing, 
particularly introduction of glasses, 
will invariably change the opinion of 
the examiner. Five snapshots of appli- 
cants without mustaches were graded 
in order of intelligence. The same five 
men with mustaches will ordinarily be 
rearranged. Several hundred business 
and professional men took a test to de- 
termine their ability to test from pho- 
tographs, with the following conclu- 
sions: (1) could do as good with their 
eyes closed as open; (2) one set of 
ten good; second set of ten conclu- 
sively bad; (3) women no better than 
men; (4) I. Q. of person making the 
test did not improve; (5) test of intel- 
ligence from photographs by a group 
of judges showed no improvement; 
(6) professors did not do any better 
than the average of 375 persons taking 
test. 

SUPERSTITIONS DISPROVED 


School superintendents demand pic- 
tures. No picture—no job. Pictures 
of recent date are necessary for entry to 
consular service. So the fable runs— 
industry to government. Let us see 
your face—if we like it you get an in- 
terview and may be you get a job. 
Identification—yes. Utility—no. 

There is considerable administrative 
personnel being placed in responsible 
positions today by opinions formed by 
the interviewer as a result of the shape 
of the applicant’s jaw, the curve of his 
lips, and the like. For instance, I was 
told seriously by one personnel man 
that they did not employ men with 
broad shoulders and a frame narrowing 
toward the ground like an inverted 
isosceles triangle. Such a man was sup- 
posed to be unstable, whereas the 
square-shaped individual is considered 
by many as a better balanced and 
poised individual. Pure, unadulterated 
bunk. 
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Burroughs 


ON WAYS TO SAVE 
IN YOUR OFFICE 


Savings made by conserving time and effort in office 
work are an easy and immediate source of additional 
profits. 


To help you effect such savings this year, Burroughs 
offers definite and practical suggestions for locating 
and eliminating useless, 
handicap employees in the efficient and economical 
handling of office records. 


costly operations that 


The local Burroughs office will be glad to furnish you 
complete information about the very latest ideas 
and developments for making office savings—and to 
aid you in determining how you can avail yourself 
of them most profitably. 


GET YOUR FREE COPY TODAY! 


This new Burroughs booklet, ‘‘Ways to Save Time 
in an Office,’’ suggests how certain operations, includ- 
ing those mentioned in the check-list at the right, 
might be shortened or eliminated to get the work 
done in less time, with less effort, and at less cost. For 
your free copy, write on your own letterhead to— 


BURROUGHS ADDING MACHINE COMPANY 
6998 SECOND BOULEVARD ° DETROIT, MICHIGAN 
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Are all the reports produced in your 
office actually used? 


Do you type and compute an invoice 
in separate operations— or do you use 
the new equipment that does both jobs 
in one operation? 


Is your office organized to handle 
“preferred attention” items without 
disturbing the normal flow of work? 


Are you able to complete accounting 
jobs the same day they are started, or 
does your present system pile up fig- 
ures for a month-end peak? 


Have you ever studied at one time all 
forms in use in your office to check for 
duplications, reference value, sequence 
of information, and posting procedure? 


Do you save time by using tables of 
interest factors, decimal equivalents, 
etc., in calculation work? 


Do the machines used in your office 
have the recent advancements that 
eliminate mental calculations, extra 
copying, rehandling of figures, etc.? 


Are your accounting records main- 
tained in such a manner that statistics 
are available quickly, without separate 
analysis ? 


Are there periods of inactivity on cer- 
tain desks due to clogging of work at 
other points? 


Have you investigated recent develop- 
ments for preparing in one operation 
related records that are now being 
prepared separately? 


Are office employees obliged to find 
their work in different places, or does 
the work flow to each desk in a normal, 
orderly process? 
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Many a misplaced man has been 
placed there because he has a high 
forehead. Many an unsatisfactory ste- 
nographer is employed because she is a 
blond and therefore is supposed to 
have positive character qualifications. 
These superstitions have been entirely 
disproved by science and should be rele- 
gated to the scrap basket if they are now 
used in your employment procedure. 

Are your supersalesmen blonds ? 
Look over your sales force and you will 
be surprised at the results. Several 
tests made in this regard show conclu- 
sively that the inverse is true. Essential 
character traits may be defined as com- 
mon sense, energy, initiative, leader- 
ship, reliability, and general ability. 
The importance of these traits and the 
importance of their predominance will 
be shown by your job analysis chart, 
and the controller will go a long way 
down the road of success to the solu- 
tion of his personnel problem if he 
combines the proper character traits 
with the requirements of the job. This 
can be done within certain limitations 
by properly selected psychological, 
skill, intelligence, and aptitude tests. 
Choose your program of tests with the 
assistance of an experienced vocational 
psychologist if you have not had ade- 
quate training in the use of test ma- 
terial. 

Supplement your examination with 
two or more interviews with the 
applicant to determine his interest 
in prior jobs and how they were ob- 
tained, his social characteristics, and 
the like. Encourage a free discus- 
sion by him. Have him discuss his 
home background, his liking for 
sports, and his personal history, which 
should show his interest in study and 
his likes and dislikes. 


CAPACITY AND SKILL 


It should be carefully borne in 
mind in looking over the results of 
your scientific examination of an ap- 
plicant that capacity rarely changes, 
skill is acquired, abilities are modi- 
fied by environment, but, and the 
repetition is deliberate, capacity 
rarely changes. We must determine 
capacity. Controllers use trained 
workers and, therefore, both capacity 
and skill are prerequisites. Let us 
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not try to discharge a 16” projec- 
tile from a 22 calibre rifle. Put a 
pipe in a dog’s mouth and you still 
have a dog. Put a dress suit on a 
monkey and put him at a table to 
he is still a monkey. 

Capacity requirements are more 
essential than specific abilities or 
skills. It may be said, for example, 
that the skill of two stenographers is 
the difference in their capacity. Dif- 
ferences among humans are quantita- 
tive rather than qualitative. The 
same reflexes, instincts, and capaci- 
ties are found among all people. The 
same qualitative make-up is there— 
variation is in the strength of 
these traits. Remember always—the 
gnarled apple tree can never be 
transformed into a stalwart maple by 
favorable soils. 


eat 





EDUCATION 


Do not confuse higher intelligence 
scores with education, or vice versa. 
If it seems that there is factual jus- 
tification for such confusion, it is 
due to a misinterpretation of the 
facts. Those leaving school after 
the fifth grade have lower intelli- 
gence scores than those leaving after 
the eighth. These in turn are below 
the intellectual level of those leav- 
ing high school. Thus, it seems ed- 
ucation increases mental alertness. 
Of 4,000 freshman high school stu- 
dents, we generally find 10 per cent. 
superior, 65 per cent. average, and 
25 per cent. less than average. At 
the end of four years of high school, 
of those who have remained to fin- 
ish, 40 per cent. are of the superior 
group, 40 per cent. of the average 
group, and 20 per cent. of the less 
than average group. This explains 
why mental ability of college fresh- 
men shows a higher average than the 
fifth grade students. Conversely, 
there is direct evidence of the failure 
of schooling to modify individual 
abilities in tests made of same chil- 
dren, year after year, in the public 
schools; living in comparable envi- 
ronments. 

Same environment should make 
them more alike, but studies and 
charts show that the average group 
at five remained average, while the 








superior group at five remained su- 
perior. Education is a veneering in- 
fluence and gives the student tools 
with which to work. Capacity is 
needed to develop skill or ability. 
The greater the capacity, the greater 
the skill. 


REFERENCES 


It may be said that many ref- 
erences are useless, that some refer- 
ences are helpful, but that few ref- 
erences are conclusive. The extent 
to which you depend on references 
must be determined by the reputa- 
tion of the company writing that 
reference. 


EMPLOYEE SELECTION 


Having learned as much as pos- 
sible about the applicant through the 
medium of a quietly conducted in- 
terview at which the applicant has 
done most of the talking, and hav- 
ing supplemented this necessary em- 
ployment medium with a series of 
carefully selected tests which have 
been graded skillfully and carefully, 
I sincerely believe that we have done 
much toward finding a permanent 
solution of Personnel Problems of 
The Controller, because we are 
eliminating much of the hazard of 
future turnover and work complica- 
tions by placing the right man in 
the right job. 

The placement of satisfied and 
contented employees will provide 
tangible assistance which the busy 
controller so urgently needs, and an 
efficient and hard-hitting controller's 
department will result therefrom. 

Five years ago the United States 
Rubber Company awoke to the fact 
that a good many of the people be- 
ing brought into the business were 
employed because of their ability to 
do a given kind of work. Little or 
no thought was paid to their qual- 
ifications for executive responsibility. 
I think it was P. D. Armour, the 
senior, who once said that every 
time he hired an office boy, he asked 
himself if the applicant had prest- 
dential possibilities. That was per- 
haps slightly exaggerated, but it is 
a fact that most of the top executives 
of Chicago’s packing establishments 
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I'd spent four days 
estimating the job, 
but | knew | wasn't 
licked. | sat down 
with their engineers, 
the blueprints and 
this tape...the record 
of every calculation 
we'd made at the 
office on our new 
Printing Calculator. 


In two hours it was all over and | had the 
contract in my pocket. What a swell way to 
start off the yearl... yet without this tape I'd 
have been out in the cold. | think I'll write 
Remington Rand a letter! 


“Yours is the low 
bid, Mr. Thompson,” 
they told me ...”so 
low that we hesitate 
to award you the 
job. Can you prove 
that you have 
figured the specifi- 
cations correctly? 
We must reach a 
decision today.” 
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started with their companies as office 
boys. 

It does seem as though we should 
get away from this old-fashioned 
idea of hiring paid hands, and begin 
selecting men to grow up with our 
business. It is not only a sound 
employment policy, but one way to 
make employees feel they are a part 
of the organization and not just 
numbers on a time card. 

A statistical study was recently 
completed which was compiled from 
data submitted by twenty-one firms, 
including among others, American 
Brass, American Steel Foundries, 
American Stove, Bordens Condensed 
Milk, Buick Motor, Colorado Fuel 
& Iron, Pittsburg Plate Glass, Stude- 
baker Corporation, U. S. Gypsum Co., 
which showed that their high execu- 
tive job classifications were filled in a 
substantial number of cases from with- 
in their organizations. Make your place- 
ment program objective. 

As a prerequisite to job training 
it seems desirable to emphasize the 
importance of well-prepared stand- 
ard practice instructions, desk man- 
uals, and other explanatory material. 
If your office is too small to justify 
a training class, or if your organiza- 
tion does not have the advantages 
of a school for new employees, I 
recommend the system of having 
older and skilled employees work 
with your new employees until they 
become proficient in their assigned 
task. Do not, however, leave the 
training entirely to these old em- 
ployees. Take time enough, or have 
your assistants do so, to check the 
effect of the new environment on 
the new employee and see that he 
gets proper encouragement. Follow 
through this interest and accom- 
plishment with carefully designed 
rating cards. Be sure that your rat- 
ing cards are objective and that they 
do not reflect merely opinions. Per- 
sonal tastes, differences of opinion, 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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annoying social characteristics and 
other such insignificances have no 
place in job analysis or rating cards. 

Use a tapered salary list of em- 
ployees working on similar work; 
watch this carefully. Do not as- 
sume that your salaries are confiden- 
tial, they probably are not. Review 
employees working under their sal- 
ary maximum regularly. There is 
a marked difference of opinion as to 
what constitutes fair revision of 
rates. I feel that junior classifications 
should be reviewed not less frequently 
than once each six months, while sen- 
ior classifications might well be re- 
viewed annually. Executive classifica- 
tions should be reviewed not less 
frequently than bi-annually. 

During bad times discuss your in- 
ability to change rates under the 
maximum rating with your super- 
visors and they in turn can accom- 
plish a great deal of good by the 
simple expedient of passing that 
message on to their subordinates. 
No raise with an explanation is 
better than no raise without the ex- 
planation. 

Do everything possible to trans- 
fer employees from one job classifi- 





cation to a higher job classification 
if an opening occurs in that group, 
or in a higher job group. I realize 
the limitations in making this recom- 
mendation, but with careful selec- 
tion, proper job training and pa- 
tience, it can be done. I do not 
question that there are occasions 
when key jobs may be filled from 
outside the organization, but the 
wise personnel engineer will mini- 
mize these occasions. 

I am certain that a careful observ- 
ance of the suggestions heretofore 
outlined will provide the nucleus of 
a sound and happy administrative 
organization. Try to keep it that 
way. If you have a manual of office 
‘“‘don’ts” rest room restrictions, and 
other offensive office literature, I 
recommend that you seriously con- 
sider its elimination. Such methods 
are obsolete; they belong in the 
scrap heap with the old-fashioned 
bulletin board. Decide all possible 
office policy matters in the interest 
of the employee. Treat them well, 
train them well. Remember, we 
reap what we sow. Your future 
executives may come from any of 
your present job classifications. 


THIS CONTROLLER GIVEN 
WIDE POWERS BY BY-LAWS 


There is reproduced here a section 
of the amended By-laws of a promi- 
nent company which deals with the 
office of controller and defines the 
duties and responsibilities of that of- 
ficer. 

It will be noted that, although cer- 
tain specific duties are named, the By- 
laws specifically state that these defi- 
nitions are not intended to limit the 
general powers and duties conferred 
on him. 

The sections of the By-laws to which 
reference is made, read: 


ARTICLE III 


OFFICERS 


Section 1. At the first meeting after the 
annual election of directors, when there 
shall be a quorum, the Board of Direc- 
tors shall elect, by ballot, a President 





and one or more Vice Presidents, from 
their own number, who shall hold office 
for one year and until their successors 
are elected and qualified. 

The Board of Directors shall annually 
appoint a controller, who need not be a 
member of the Board, who shall hold 
office for one year, or until his successor 
is duly appointed, and shall be subject to 
removal by the Board at any time, with 
or without cause. The office of controller 
may be held by another officer of the 
company. 

The Board of Directors may also ap- 
point one or more Vice Presidents, who 
need not be members of the Board, who 
shall hold office for one year, or until 
their respective successors are duly ap- 
pointed, and shall be subject to removal 
by the Board at any time, with or with- 
out cause. 


Controller 


Section 4a. The controller shall be the 
financial executive of the company and 
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shall be responsible for carrying out the 
policies of the Directors in all matters 
pertaining to the company’s finances. 

He shall attend all meetings of the 
Board of Directors and of the Executive 
Committee and shall make such reports 
to the Board of Directors as it may pre- 
scribe. 

In conjunction with other officers and 
department heads, he shall initiate and 
enforce measures and procedures whereby 
the business of this company shall be con- 
ducted with the maximum safety, effi- 
ciency and economy. He shall maintain 
or see that there is maintained adequate 
records of all assets and liabilities of the 
company and shall see that adequate 
audits thereof and of the financial trans- 
actions of the company are regularly and 
currently made. His duties and powers 
as set forth in these By-Laws shall ex- 
tend to all subsidiary corporations, as 
defined in the Articles of Incorporation, 
and so far as the Board of Directors may 
deem practicable, to all affiliated cor- 
porations. 

Without limiting the foregoing gen- 
eral powers and duties, the controller is 
specifically charged with the following 
duties and is hereby granted full author- 
ity in all matters hereinafter set forth. 

(a) The preparation as budget direc- 
tor, in conjunction with other officers, 
managers of branch houses and of sub- 
sidiary and affiliated corporations, and 
department heads, of an annual budget 
covering all activities of the company, for 
submission to the Board of Directors 
prior to the beginning of each fiscal year. 
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Such budget shall be revised from time to 
time when considered necessary by the 
controller or when requested by the 
Board of Directors. Between such times 
of revision, the controller shall have au- 
thority to keep commitments and ex- 
penditures within such limits as he shall 
consider reasonable, and shall furnish to 
the Board of Directors monthly reports 
showing actual performance compared to 
the budget figures. 

(b) The preparation, installation and 
supervision of standard practices relating 
to all accounting matters and office 
methods, including all statistical records 
and reports, the compilation of sales, pro- 
duction costs and costs of any other 
nature, the taking and pricing of all 
physical inventories, and the coordina- 
tion of systems throughout the company 
including all its subsidiaries and affiliated 
corporations. 

(c) The preparation and/or approval 
of all regulations or standard practices 
required to comply with orders or regula- 
tions issued by any duly constituted gov- 
ernmental agency. 

(d) The preparation and filing of tax 
returns and supervision of all matters re- 
lating to taxes. 

(e) The approval of the drawing and 
the payment of all promissory notes and 
other negotiable instruments of the com- 
pany which are signed by such officers as 
shall have been so authorized by the By- 
Laws or designated by the Board of Di- 
rectors. 

(f) The controller shall be responsible 
for and shall ascertain that: 
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(1) The financial statements and reports 
of the company are made in accord- 
ance with accepted principles of ac- 
counting. 

(2) A continuous audit is made of all 
accounts and records and_transac- 
tions of the company wherever lo- 
cated. 

(3) Financial transactions covered by 
minutes of the Board of Directors 
and/or the Executive Committee are 
properly executed and recorded. 

(4) Adequate reports are kept of all con- 
tracts and leases. 

(5) The properties and operations of the 
company are properly and ade- 
quately covered by insurance. 

(6) The securities of the company are de- 
posited in the vaults of the company 
or in safety deposit vaults at a bank 
and that withdrawals are made in 
conformity with the By-Laws and/or 
regulations established by the Board 
of Directors. 

(g) The controller shall have such 
other powers and perform such other du- 
ties as the Board of Directors may from 
time to time prescribe and as may be 
assigned to him by the Board of Direc- 


tors. 


Mid-Western Conference of Con- 
trollers at Chicago, Monday, April 22. 
Meetings in Palmer House. This meet- 
ing will be on same scale as annual 
meetings of Controllers Institute of 
America. Plan to attend. 

Are you displaying on your office 
wall jour certificate of membership in 
The Controllers Institute of America? 
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CONSTRUCTIVE ASSISTANCE TO 
OPERATING MANAGEMENTS 
To the Editor: 

I was very much interested in reading in 
the January issue of THE CONTROLLER the 
summarization with respect to the more in- 
teresting developments in the field of con- 
trollership. It was put up in very readable 
form. 

During the period of the past year con- 
trollers have been faced with the problems 
presented by legislation—both federal and 
state—and by the investigations resulting 
from the unfortunate Connecticut occur- 
rence. This brought us closely in touch with 
the Securities and Exchange Commission, 
New York Stock Exchange, and the Ameri- 
can Institute of Accountants. But it has 
not resulted, as I see it, in any recommenda- 
tion that modifies in any way the principles 
of accounting as practised by constructive 
controllership. 

It seems to me that the problems before 
controllers for 1940 are not so much new 
problems, but rather those that have been 
with us continually; such as, strengthening 
of internal auditing, eternal vigilance, and 
a continuing effort to be of more real con- 
structive assistance to the operating man- 
agements of the companies which we serve. 

Roscoe SEYBOLD, 

Westinghouse Electric & Manufac- 
turing Company, Pittsburgh 





SOME CONTROLLERSHIP PROBLEMS 
FOR 1940 
To the Editor: 

Permit me to say, briefly, that I have en- 
joyed tremendously the issues of THE Con- 
TROLLER, since I have been a member of 
The Institute. Finding the time to do any 
real serious reading is one of our real 
chores. I have unfailingly carefully read 
THE CONTROLLER, and I believe that it con- 
tains something every month for everyone 
in this sort of work. 

The clarification of the duties and ob- 
ligations of auditors and controllers consti- 
tutes in my humble opinion the greatest 
service that The Institute rendered during 
1939. We must all grow and improve 
there is no such thing as standing still. 
Your activities have contributed tremen- 
dously, I think, to foster such growth and 
improvement. 

As to your program for 1940, it would 
appear to me that we may safely leave that 
to your Planning Board, as such you must 
surely have, under some name or other. 

I may mention two subjects that are, I 
believe, timely and to some extent, at least 
with some corporations, needing some sort 
of intelligent attention. 





First: Our corporation has several sales 
branches, in various states, and we also have 
merchandise in public warehouses in various 
states. In three of these states we are now 
compelled to make income tax returns—in 
Missouri, Kentucky and Pennsylvania. The 
intention is, of course, that we are to pay 
the state income tax on our net profit in 
each state. As these sales branches and/or 
public warehouses are only distributing 
points, where we do no manufacturing, and 
which are used only for the convenience of 
the surrounding territory, we find it ex- 
tremely difficult to determine actually the 
net profit we make on our operations in 
each state where we have such branch 
and/or warehouse. In our opinion, we as a 
corporation should not be required to pay a 
profit tax on our operations in Missouri 
simply because we have a sales branch in 
Kansas City. Perhaps it is asking too much 
to assume that The Institute could do any- 
thing about that. It does afford a problem, 
however, in accounting. It is very difficult 
to segregate our operations and net profits 
in and for each branch and/or public ware- 
house, for the very simple reason that in 
most instances the service rendered by such 
branch or warehouse extends over several 
States. 

Second: Some years ago the writer had 
the privilege of contacting an English ac- 
countant, who explained one method of 
handling depreciation reserves in that coun- 
try. This gentleman explained that all de- 
preciation reserves, as set up by the corpora- 
tions he had in mind, were in the form of 
cash and/or securities, taken out of the busi- 
ness and deposited as actual liquid reserves. 

Our company has been in operation for 
some fifty-five years. What depreciation we 
had charged was computed under the dimin- 
ishing-balance plan, and some years none 
had been charged. In 1923, after a confer- 
ence with the Internal Revenue Department 
on the subject of income tax, we set our 
books back to cost, and then refigured our 
depreciation on the. straight line method, 
from the beginning of the corporation. The 
Internal Revenue Department then approved 
certain percentages for us to apply, and we 
have never changed those. We are setting 
up and carrying our depreciation reserves 
just as we understand all of our industry 
contemporaries are doing, and as everyone 
else is doing, so far as the writer knows. 
We have lived long enough as a corpora- 
tion to realize that depreciation reserves 
really should be “taken out of the business”’ 
and set up in some liquid form, separate 
from working capital, thereby enabling us 
to acquire our plant and equipment replace- 
ments when needed, regardless of the then 
current status of our working capital. It 
would appear to me that The Institute could 
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do a great service for industry if they would 
foster some “re-writing’’ of depreciation 
practice. The farther along we get in our 
“history,” the more convinced we are that 
we are not handling depreciation correctly. 
A MEMBER. 


NEW AWARENESS ON 
PART OF CONTROLLERS 


To the Editor: 

I think most controllers feel that during 
the past year they have received some recog- 
nition on the part of business as a whole. 
During that year, however, I think they 
also have emerged somewhat from the dol- 
orous role of scrooges and faultfinders, or 
purveyors of “the bad news,’ and have 
themselves recognized more clearly their 
own responsibilities and opportunities—not 
the least of these being the growing con- 
sciousness of the use of tact and courtesy 
and unfailing patience (as well as mere fair- 
ness) in the purely human problems of in- 
dustry. 

I believe also there is a new awareness 
on the part of controllers that one of their 
major jobs lies in the careful and successful 
selection and training of employees—of 
teaching and upholding the ancient ethical 
and economic truths in a world “screwy” 
from the cunning and plausible pseudo- 
philosophy propounded by political medi- 
cine men. In these large fields, beyond the 
realm of mathematics and accounting tech- 
nique, there seems to lie a greater opportu- 
nity and field of usefulness for us all. 


J. H. BLAck, 
Bailey Meter Company, 
Cleveland. 


CITES NEED FOR SET OF 
ACCEPTED PRINCIPLES 
To the Editor: 

The ‘March of Controllership’” spread 
upon the pages of the January issue is an 
excellent summarization of Institute ac- 
complishments for the year 1939. Ret- 
rospective appraisal of the important 
subjects covered by our members indi- 
cates not only the interest arising from 
group cooperation but the value which 
this analysis has upon the problems at- 
tached to the individual controller's job. 

As I review present day trends it seems 
to me that outstanding as a problem for 
1940 is the importance of establishing a 
set of principles and procedures upon 
which the accounting profession and con- 
trollers will find common agreement. 

The Securities and Exchange Commis- 
sion, New York Stock Exchange, and the 
public are seeking a solution to the 
flexibility allowed in prevailing practices 
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and are determined to fix the responsi- 
bilities of the public accountant and the 
controller in financial statement presen- 
tation. Accounting technique is deservedly 
under fire. It is nothing to be smug 
about. 
HENRY C. PERRY, 
Heywood-Wakefield Company, 
Gardner, Massachusetts 


RAISES POSITION OF 
CONTROLLERSHIP 
To the Editor: 

A resume of the stimulating activities of 
paramount interest to controllers shows 
great strides taken toward greater responsi- 
bilities. To me the most important tendency 
of business and government is the recogni- 
tion given controllers by placing greater re- 
sponsibility upon them. Meeting this chal- 
lenge efficiently will raise the position of 
controllership to that of a profession with a 
higher standard of ethics and proficiency. 

The articles which have been appearing 
in THE CONTROLLER are well worth while, 
and 1 look forward to them each month 
with a great deal of anticipation and inter- 


est. 
J. G. YOUNG, 
Bramen, Dow & Company, 
Boston. 


SHOULD REPORT TO 
EXECUTIVE COMMITTEE 
To the Editor: 


It is my belief that the controller of 
an Organization should be made directly 
responsible to the Executive Committee, 
and not to any particular individual in an 
organization. 

Unless there is a very close bond be- 
tween the controller and the individual 
to whom he is responsible, his hands are 
somewhat tied, and any criticisms that 
he might have to make regarding the 
financial policy of the company, while 
his argument may be of a verbal nature 
to his superior, may be ignored com- 
pletely by the superior. Therefore, in 
the event the financial policy was incor- 
rect and the company is forced into bank- 
ruptcy, the controller is the one who 
is charged with the responsibility for the 
financial policy, even though the policy 
adopted was at variance with his better 
judgment. 

By having the controller responsible to 
the Executive Committee, or even possi- 
bly in a broader scope, to the Board of 
Directors, he can express himself in writ- 
ing to the entire Board, and the weight 
of this Board action would have consid- 
erably more effect on the policy of an 
organization than that of an individual. 

I think in many cases a controller is 


forced to assume responsibility for in- 
correct financial policies and that this 
was possibly the case in the McKesson & 
Robbins Company’s failure, although I do 
not have all the facts in connection with 


this case. A Coerantim 


IDEAS WILL BE HELPFUL 
IN SOLVING PROBLEMS 
To the Editor: 

I enjoyed meeting you at the conference 
on war problems, in New York on January 
5, when I also met some old friends and 
made the acquaintance of many new ones. 
The discussion of foreign operations was 
timely, and the ideas proposed by the 
speakers will be of assistance in solving 
some of our problems. 

WILLIAM H. S. RoGErs, 
American Optical Company, 
Southbridge, Massachusetts 


Working with Management 
(Continued from page 43) 
information on the terrific surge of the 
economic forces which can so easily 
upset us if we are not prepared and 
which sometimes does it in spite of all 
preparations. All of these things we 
can get from outside activities and they 
will all help us to be more of an in- 

fluence in management. 

To summarize now for our discus- 
sion, I have tried to point out these 
things that we can do to influence man- 
agement. First, we must delegate all 
possible detail; second, we must dis- 
play enthusiasm and the right attitude 
by not being too negative and tire- 
some; third, some of the time we re- 
cover by delegating the detail should 
be devoted to research for better con- 
trol and planning for the benefit of 
management, possibly with emphasis 
on extending our control more gen- 
erally into future expenses; fourth, 
some effort should be devoted to im- 
proving our reports and the forms for 
presenting our results; fifth, we should 
devote some attention to the art of 
managing men; sixth and last, we 
should support outside activities which 
are devoted to the advancement of our 
interests. Probably some of you would 
like to add other things or modify 
some of these suggestions. 
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MARCHANT BECAUSE 
ALWAYS INSTANTLY READY 
TO DO ANY TYPE 
FIGURING!” 
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NO PRE-CONDITIONING NECESSARY! 


NO CHANGE FROM ONE TYPE OF 
PROBLEM TO ANOTHER! 


VERSATILITY WITHOUT DELAY! 











As you desire... you can run the whole gamut 
of calculations with a Marchant. Instantly, and 
in any order, you can intermingle multiplica- 
tion, division, addition, subtraction. 
Marchant’s ready versatility is especially 
prized in small and medium size offices. Here 
at last is a machine that really does simplify 
and speed such varied, everyday calculat- 
ing duties as checking invoices, computing 
payroll with Social Security deductions, figur- 
ing sales statistics and percentages...as well 
as the hundred-and-one other figuring jobs 
required by modern business. Anyone...and 
everyone ...can use a Marchant on any and 
every kind of figure work! 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
ot The Controllers Institute of America, held 
January 29, 1940, the applicants named 
below were elected to active membership in 
The Institute: 


CHARLES N. BURTON 
Oswald Jaeger Baking Company, Mil- 
waukee. 

WILLIAM G. CARROLL 
Engineering and Research Corporation, 
Riverdale, Maryland. 


PAUL E. CROCKER 
Pepperell Manufacturing Company, Bos- 
ton. 

WILLIAM F. Dickson 
United States Steel Corporation, New 


York City. 

LYMAN L. DYER 
Lone Star Gas System, Dallas. 

CHARLES E. EBLE 
Consolidated Edison Company of New 
York, Inc., New York City. 

ROLLIN E. ECKE 
Farmers Automobile Inter-Insurance Ex- 
change, Los Angeles. 

S. J. EDENHOLM 
Riggs Optical Company, Inc., San Fran- 
cisco. 

CHARLES H. FisH 
McIntire, Magee & 
Philadelphia. 

EUGENE P. HEILES 
Surface Combustion Corporation, Toledo. 

Davip A. JONES 
Stanley G. Flagg & Co., Inc., Philadel- 
phia. 

W. LeRoy JORDAN 


Brown Company, 


Rochester Products Division—General 
Motors Corporation, Rochester, New 
York. 

GARRETT E. KAUFFMAN 

The National Supply Company, Pitts- 
burgh. 


MorTON J. KERNER 
Francis Keil & Son, Inc., New York City. 
JOHN A. LAWLER 


Republic Creosoting Company, Indian- 
apolis. 

RAYMOND G. LOCHIEL 
Pennsylvania-Central Airlines Corpora- 


tion, Pittsburgh. 
R. J. Lowe 
F. N. Burt Company, Inc., Buffalo. 
ALVIN F. LUNDBERG 
United-Carr Fastener Corporation, Cam- 
bridge, Massachusetts. 
W. J. McCoy 
Southern Counties Gas Company of Cali- 
fornia, Los Angeles. 
RUSSELL MIDDLETON 
Texas Textile Mills, Dallas. 
THEODORE B. PATCHEN 
The Fitzgerald Manufacturing Company, 
Torrington, Connecticut. 
BERNARD S. RODEY, Jr. 
Consolidated Edison Company of New 
York, Inc., New York City. 





D. E. SADLER 


The Cleveland-Cliffs Iron Company, Cleve- 


land. 

A. W. SCHUBERT 
Emery Industries, Inc., Cincinnati. 

GusTAv J. SCHULTZ 
Merck & Company, Rahway, New Jersey. 

E. N. SIMMONS 
Southern California Gas Company, Los 
Angeles. 

NELSON L. SOMERS 
D. Appleton-Century Company, Inc., New 
York City. 

J. D. STIETENROTH 
Mississippi Power & 
Jackson, Mississippi. 

Harris H. STODDARD 
General Railway Signal Company, Roch- 
ester, New York. 

E. M. THOMAS 
The Chesapeake and Ohio Railway Com- 
pany, Cleveland. 

FRANK L. UHLING 
The P. H. Davis Tailoring Company, 
Cincinnati. 

WILLIAM F. WEBB 
Textileather Corporation, Toledo. 

WALTER H. WINTER 
The Symington-Gould Corporation, Gould 
Coupler Works, Depew, New York. 

JOHN WOHNSIEDLER 
Union Bag & Paper Corporation, New 
York City. 


Light Company, 


ALFRED THOMAS 
ROBINSON 


Mr. Alfred Thomas Robinson, con- 
troller of the St. Regis Paper Company, 
died at his home in Garden City, Long 
Island, on December 29. He was forty 
years old, and had been employed by the 
paper company for eighteen years. He 
is survived by his wife, a daughter, and 
his mother. He had been a member of 
The Controllers Institute since March, 
1937. 


Goodwin Speaks on “Arbitration” 

Mr. J. Pryse Goodwin, C.P.A., man- 
agement engineer, arbitrator, addressed 
the December meeting of the New York 
Society of Public Accountants, of which 
he is an honorary member, on “Arbitra- 
tion as a Means for Settling Business 
Disputes.” 


Eastern Spring Conference of Con- 
trollers, Waldorf-Astoria Hotel, New 
York City, Monday, May 20. Mr. J. F. 
Twomey, of National Dairy Products 
Corporation, is Chairman of the com- 
mittee in charge. 
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MEETINGS OF CONTROLS 


Buffalo: 
Topic: “Job Evaluation” 


The Buffalo Control held its regular 
monthly meeting at the Hotel Statler on 
January 9. A discussion of ‘‘Job Evalua- 
tion” was led by Mr. I. D. Jenkins, per- 
sonnel manager of the Harrison Radiator 
Division, General Motors Corporation, 
Lockport, New York. He presented a 
paper accompanied by charts and in the 
discussion answered questions from mem. 
bers of the Control. Mr. Jenkins has 
devoted considerable effort along this 
line and generously explained some of 
the results produced. 


Chicago: 
Topic: “Profit Sharing and Its Vital 
Interest to the Stockholder” 

The regular monthly meeting of the 
Chicago Control was held at Harvey’s 
Restaurant on January 23. The speaker 
was Mr. Donald Despain. He is an in- 
dustrial relations counsel and is known 
nationally as a student of employer-em- 
ployee relations, a writer and lecturer on 
industrial and economic subjects in sup- 
port of the preservation of the American 
system of private enterprise. His recent 
outstanding accomplishment was the di- 
rection of the survey of industrial rela- 
tions in the United States, which was un- 
der the authorization of the United States 
Senate, the results of which were pub- 
lished in 1939. At the Control meeting 
he spoke on ‘Profit Sharing and Its Vital 
Interest to the Stockholder.’ The sub- 
ject included the following: ‘Review of 
Labor Conditions and Employee Policies,” 
“The Political Future of Private Enter- 
prise,” “The Wage Problem—Greater and 
Improved Incentives Needed,” and ‘Why 
Profit Sharing Pays Dividends.”’ 


Cleveland: 
Topic: The Special Conference on 
War Problems 
At the January meeting of the Cleve- 
land Control which was held at the Hotel 
Cleveland on January 16, the program 
consisted of a round-table discussion of 
the Special Conference on War Problems 
which was conducted by The Controllers 
Institute on January 5 in New York. 
This conference was attended by Presi- 
dent L. D. McDonald, who was chait- 
man of the general conference in the 
morning, and Vice President H. P. Thorn- 
ton, who was chairman of the industrial 
group conference in the afternoon. At 
the meeting of the Control, they led the 
discussion on the subjects which included 
“Some Accounting Problems in Connec- 
tion with Foreign Subsidiaries,’ ‘‘Con- 
solidations,” ‘“War Contracts,” and ‘‘Ac- 
counting for Current Profits in Countries 
with Limited Exchange Restrictions.” It 
was an interesting meeting. 
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INSTITUTE ACTIVITIES 








Cincinnati: 
Topic: “The Natural Business Year’ 

The date and place for the fifth monthly 
meeting of the Cincinnati Control was 
changed because of the Control's accept- 
ance of the invitation of the Cincinnati 
Association of Credit Men to attend their 
meeting on January 17 at the Gibson 
Hotel. The speaker at that meeting was 
Mr. Francis E. Ross, C.P.A. (Michigan) 
former president of the Michigan Associ- 
ation of Certified Public Accountants, and 
his subject was “The Natural Business 
Year.” 

The dinner-dance of the Cincinnati 
Control originally planned for February 
3 was held at the Kenwood Country Club 
on Saturday evening, January 27. Mr. 
Fred Allen was chairman of the commit- 
tee On arrangements. 


Connecticut: 
Topic: “Business Outlook for 1940” 


A joint meeting of the Connecticut Con- 
trol of The Controllers Institute and the 
Connecticut Chapter of the American Sta- 
tistical Association was held on January 
3 at the Faculty Club, New Haven. Due 
to the fact that this was also the annual 
meeting and election of the Connecticut 
Chapter of the American Statistical As- 
sociation, separate rooms for the two 
groups were provided for dinner. After 
dinner the two groups met in a larger 
room to listen to the speaker, Mr. E. C. 
Wilkinson of the Standard Statistics Com- 
pany, Inc., New York. He spoke on 
“Business Outlook for 1940” and de- 
scribed the background of some of the 
statistics prepared by his company. Based 
on the assumption that the European war 
would continue, it is estimated that pro- 
duction for the entire year of 1940 will 
at least equal 1939 and will probably be 
ten per cent. higher. If the war should 
end soon, there would be, in his opinion, 
a decided drop in business to around the 
ninety level, although he felt that there 
would be a prompt recovery to 100/105. 


Dayton: 
Topic: ‘Various Phases and Prob- 
lems of Income Taxes” 

The members of the Dayton Control 
were fortunate in having Mr. J. C. Cassel, 
a member of the firm of Wall, Cassel 
and Eberly, public accountants, in charge 
of tax practice, come before them to dis- 
cuss the very important subject of “Vari- 
ous Phases and Problems of Income 
Taxes.” He led the round-table discus- 
sion at the regular monthly meeting of 
the Control, which was held at the Van 
Cleve Hotel on January 18. Since Mr. 
Cassel has devoted his time almost ex- 
clusively in the past fifteen years to tax 
problems, the members had been requested 
to be prepared to present and discuss 
their particular tax problems at this meet- 
ing. 


Detroit: 

Topic: Discussion of Current Prob- 

lems 
Members of the Detroit Control have 
frequently expressed a desire to have at 
least one open meeting a year for the dis- 
cussion of current problems. With this 
thought in mind, the Program Director 
of the Control, Mr. Ottmar A. Waldow, 
National Bank of Detroit, set aside the 
January meeting for this purpose. It was 
held at the Hotel Statler on January 10. 
An unusual interest was shown in the 
round-table discussion, and a good attend- 
ance enhanced the value of the meeting 
to everyone. The meeting was restricted 

to members. 


District of Columbia: 
Topic: “Experience Rating Systems” 
A general discussion was held at the 
monthly meeting of the District of Co- 
lumbia Control on January 23 at the Carl- 
ton Hotel. Mr. W. R. Little of the Eve- 
ning Star Newspaper Company, and Mr. 
R. E. Heitmuller of the Acacia Mutual 
Life Insurance Company, were the lead- 
ers, and the subject was “Experience Rat- 
ing Systems and Their Relations to Tax 
Rates Under Unemployment Compensa- 
tion Acts.” The purpose of the discus- 
sion was to review the various systems 
now in use, and consider the possibility 
of recommending the adoption of some 
plan for inclusion in the District of Co- 
lumbia Unemployment Compensation Act. 
Guests were invited. 


Indianapolis: 
Topic: “1939 in Review and the Out- 
look for 1940” 


For the first time since the Indianapolis 
Control was organized last year, its pro- 
gram took the form of a round-table discus- 
sion at the monthly meeting on January 31 
at the Marott Hotel. The subject was ‘1939 
in Review and the Outlook for 1940,” 
covering the various branches of business 
of which the Control’s membership consti- 
tutes an excellent cross section. The discus- 
sion was a departure from the programs of 
previous meetings, in which outside speak- 
ers have been heard. 


Kansas City: 
Topic: ‘Employee Retirement Plans” 
The monthly meeting of the Kansas 
City Control on January 15 was largely at- 
tended and the members and guests enjoyed 
Mr. J. A. Budinger’s paper on “Employee 
Retirement Plans.’’ Mr. Budinger is vice- 
president and actuary of the Kansas City 
Life Insurance Company. At the meeting 
on February 12 the speaker will be Mr. 
Winfrey G. Nathan, inspector for the Wage 
Hour Division, and his subject will be “The 
Wage and Hour Law.” On March 11, Mr. 
D. O. Modeer, manager of the systems 
division of Remington Rand at Kansas City, 
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will address the Control on “The Retention 
and Distribution of Records.” In connection 
with his address he will show a moving pic- 
ture depicting fire tests given to files and 
safes. 


Los Angeles: 


Topic: “Accounting Systems and Pro- 
cedure” 

Mr. William M. Shanahan, Consoli- 
dated Aircraft Corporation, San Diego, 
was the chairman of this special program 
committee for the regular monthly meet- 
ing of the Los Angeles Control at the 
Clark Hotel on January 18. He was as- 
sisted by Mr. Frederick J. Knoeppel, 
American Potash and Chemical Corpora- 
tion, Trona, and Mr. Philip F. Breen, 
Pioneer Division, The Flintkote Company, 
Los Angeles. They chose the subject 
“Accounting Systems and Procedure’ for 
presentation, which was followed by a 
round-table discussion. 


Milwaukee: 


Topic: “Business Trends and Condi- 
tions” 

Three members of the Babson Institute, 
which held a sectional meeting on the 
same afternoon, were able to join the 
members of the Milwaukee Control at 
dinner and lead the discussion at the regu- 
lar meeting of the Control which was 
held on January 11 at the University 
Club. Their topic, “Business Trends and 
Conditions” was in three parts as follows: 
Mr. Arthur Babson on “Business Out- 
look,” Mr. Stafford on “Outlook for 
Commodities,” and Mr. Baldwin on “‘Out- 
look for Stocks and Bonds.”” The usual 
round-table discussion was in order, and 
the meeting was of great interest to the 
members and their associate executives. 


New England: 
Topic: “What is This Thing Called 
Profit” 

“What is This Thing Called Profit’ 
was the subject of a round-table discus- 
sion at the monthly meeting of the New 
England Control held at the Boston Cham- 
ber of Commerce on January 16. Profes- 
sor Ross G. Walker of the Harvard Grad- 
uate School of Business Administration 
acted as chairman, and Mr. Albion Davis, 
controller and general auditor of the 
American Hide & Leather Company of 
Boston, led the discussion. 

Mr. Davis spoke on the subject of 
profit in its relation to the general com- 
munity and of its importance to the vari- 
ous interests which have a stake in the 
business, such as employees, sources of 
supply, and the public. He stressed the 
necessity for the controller to look upon 
profit in an objective way as a factor in 
social and business progress, especially 
under present conditions which are bring- 
ing about important changes affecting not 

















only the future of business but also tis 
daily routine. : 

He emphasized the various points of 
view from which profit is examined in 
our everyday world and the influence of 
these differing viewpoints upon thinking 
and upon legislation governing the con- 
duct of business and taxation. He pointed 
out the importance of the controller's 
ability to adjust his perspective in the 
computation, appraisal, and administra- 
tion of profit to the constantly changing 
conditions under which management 1s 
forced to operate. 

The meeting of the New England Con- 
trol was conceived in the conviction that 
controllers should give more attention 
to the principles which underlie the de- 
termination of business profit and that 
they should exert greater influence in the 
formulation of the rules of the game of 
making and reporting profit, and possibly 
be less concerned with the routine of 
playing the game after the rules have been 
established. 


Philadelphia : 

Topic: “The Effect of Present Ac- 
counting Principles on the Welfare 
of Twenty Million Investors” 

The monthly meeting of the Phila- 
delphia Control was held on January 11 
at the Penn Athletic Club. The speaker 
of the evening was Mr. Kenneth MacNeal, 
C. P. A., who gave a very interesting ad- 
dress on “The Effect of Present Account- 
ing Principles on the Welfare of Twenty 
Million Investors.”” In summary, he said 
that present accounting principles must 
be changed to supply the American pub- 
lic with realistic, truthful, and impartial 
statements of current business facts— 
needed by it more desperately today than 
ever before. 


New York City: 
War Problems 
Since the special conference on War 
Problems on January 5 at the Hotel Com- 
modore was under the direction of the 
New York City Control, the regular Jan- 
uary meeting of the Control was omitted. 
The next meeting will be held on Feb- 
ruary 15. 


Pittsburgh: 
Topic: “The Conquest of Space” 
The subject “The Conquest of Space,” 
covering rocket experimentation and what 
experimenters expect to achieve, was dis- 
cussed by Mr. G. Edward Pendray before 
the Pittsburgh Control at its monthly 
meeting on January 22 at the William 
Penn Hotel. Mr. Pendray is assistant to 
the president of Westinghouse Electric & 
Manufacturing Company. He is nationally 
known as a writer, editor, and lecturer. 
His articles and works of fiction have ap- 


peared in many magazines in this country. 
Most recently he has been writing for 
Reader’s Digest. Since the subject was of 
a scientific nature, members were invited 
to bring along any associates who might 
be interested in this branch of industry. 


Rochester : 
Topic: “The Controller's Responsi- 
bility to Management” 

At the regular monthly meeting of the 
Rochester Control on January 31 at the 
Rochester Club, the discussion leader was 
Mr. F. C. Elstob, assistant secretary of 
International Business Machines Corpo- 
ration, New York, and a director of the 
New York City Control. He made an 
outstanding presentation on consolida- 
tions, exchanges and the like, at The In- 
stitute’s special conference on war prob- 
lems held in New York on January 5 
The Rochester members were exceedingly 
pleased to have Mr. Elstob with them 
and welcomed his leadership in their dis- 
cussion of the subject “The Controller’s 
Responsibility to Management.” 


San Francisco: 

Topics: “Amendments to Security Ex- 
change Commission Proxy Rules” 
—“Internal Audits’”—‘‘Services Ren- 
dered Management by Controller 
Even Though Outside the Scope of 
Controller’s Duties” 


For the regular monthly meeting of the 
San Francisco Control on January 18 at 
the St. Francis Hotel, the following pro- 
gram was presented by members: 

Mr. Robert M. Douglas, San Francisco 
Stock Exchange, gave a resume of 
“Amendments to Security Exchange Com- 
mission Proxy Rules.” 

Mr. J. Ellsworth Brokaw, Crown-Zeller- 
bach Corporation, presented his views on 
the subject of “Internal Audits.’’ 

Mr. C. C. Gibson, The Paraffine Com- 
panies, Incorporated, led a discussion 
on “Service Rendered Management by 
Controller Even Though Outside the 
Scope of Controller's Duties.” 


St. Louis: 
Topic: “The Effect of War Problems 
on Controllers’ Work” 

John C. Naylor, Pet Milk Company, a 
director of the St. Louis Control, led a 
discussion on “The Effect of War Prob- 
lems on Controllers’ Work” at the regu- 
lar monthly meeting of the Control which 
was held at the Missouri Athletic Associ- 
ation on January 22. Because many prob- 
lems have arisen since the war and have 
placed upon the controller a_responsi- 
bility of extreme importance, the subject 
appealed to the members present, who 
also brought associates interested in this 
matter. 
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Syracuse: 
Topic: “Cost Control as Applied to 
the Candle Industry” 

The regular monthly meeting of the 
Syracuse Control was held on January 16 
at the Syracuse Industrial Club.  Presi- 
dent G. K. Chrismer called the meeting 
to order. A round-table discussion on 
“Cost Control as Applied to the Candle 
Industry” was led by Mr. J. W. Crosby, 
of Will and Baumer Candle Company, 
Inc. Mr. Crosby is a member of the 
Control. The discussion was interesting 
and brought forth many questions. 


EMPLOYMENT 
Controller, Treasurer, Accountant 


Experienced in investment the con- 
trollership work of trusts, real estate, and 
hotel companies, a member of The Con- 
trollers Institute of America is now 
available for a new connection. For ten 
years in his present position he has served 
in the capacity of accountant, treasurer, 
and controller for a group of companies 
under the same management. With this 
company and previously in years of pub- 
lic accounting, he has handled the duties 
of office management, supervision of ac- 
counting records, preparation and in- 
terpretation of financial statements and 7 
reports, tax routine, budgets and the like. 
He is 37 years old, married, two children, 
Address No. 323, “The Controller.” 


Controller Available 

A certified public accountant, member of ” 
Controllers Institute, with 15 years com-7 
prehensive experience in controller's and 7 
treasurer's duties and public accounting, is” 
available for a permanent connection. Capa- 
ble of assisting management in the formu- 
lation and execution of policies, and of 9 
working with other executives. Experience 
includes particular emphasis upon organiza- 
tional work, reporting for management pur- 
poses, systems (including punch-card ma-4 
chines), and supervision of organizations | 
involving up to 350 persons; also includes ¥ 
budgets, taxes, statistics, insurance, purchas- | 
ing, general office management, and related 
functions. College graduate, married, chil-4 
dren, Protestant, age 38. Presently employed, 
available upon 30 days’ notice. Address, 
Box 324, “The Controller.” q 


Mid-Western Conference of Con- 
trollers at Chicago, Monday, April 22. 
Meetings in Palmer House. This meet-| 
ing will be on same scale as annual® 
meetings of Controllers Institute of@ 
America. Plan to attend. : 

Are you displaying on your office : 
wall your certificate of membership ing 
The Controllers Institute of America?® 
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--- USES SEVERAL TYPES OF 
UNDERWOOD ELLIOTT FISHER 
ACCOUNTING MACHINES IN 
TS ACCOUNTING OFFICES 
WANDLES TREMENDOU 
VOLUME OF CUSTOMERS 
ACCOUNTS WITH 
SPEED, EASE AND 
ACCURACY 





Sundstrand Ac- 

counting Machines of 

thetypeusedbyT heTexas 

Company. With only 10 

numeral keys and an array 

of time-saving, automatic 

features, these machines permit 

the top speed posting essential to 

handling statements and other ac- 
counting details on time. 











» ioe expect an organization such as The 
Texas Company to select accounting 
machines with plenty of pick-up and pep... 
wouldn’t you? The idea of handling gasoline 
and oil accounting on slow, outmoded machines 
simply doesn’t fit. 

In a chain of busy Texaco Accounting Offices, 
Underwood Elliott Fisher Accounting Machines 
speed along in high gear posting customers’ 
accounts and preparing statements in one opera- 
tion, getting them into the mails on time. 

Just as The Texas Company makes more than 
one kind of motor fuel so does Underwood 


UNDERWOOD-ELLIOTT 
ACCOUNTING MACHINES 


Elliott Fisher make a number of types of ac- 
counting machines . . . and then maintains a 
nation-wide corps of accounting specialists to 
show business how to use them. 

No matter what your accounting problem may 
be, let Underwood Elliott Fisher cooperate with 
your own accounting staff in solving it. Just tele- 
phone our nearest Branch orwriteto Headquarters. 


Accounting Machine Division . . UNDERWOOD 
ELLIOTT FISHER COMPANY ... Accounting 
Machines, Typewriters, Adding Machines, Carbon 
Paper, Ribbons and other Supplies, One Park 
Avenue, New York . . Sales and Service Everywhere. 
Underwood Elliott Fisher Speeds the World’s Business 


FISHER-SUNDSTRAND 


Copyright 1940 








Underwood Elliott Fisher Company 





For better business records 


MPROVED business machines and 
methods have contributed largely to 
the successful operation and growth of 
American business during the past fifty 
years. Today’s records must be accurate, 
legible and up to the minute. 


International Business Machines and 
methods have played and are playing 
a leading part in the progress of business 
administration and control. They provide 
accurate, current, comprehensive re- 
ports upon which sound decisions can 
be based ... many tedious routines are 
eliminated... efficient procedures are 
introduced. 


These machines furnish maximum infor- 
mation in minimum time, thus speeding 
up business operations and helping to 
build better business records. 


International Business Machines include 
Electric Accounting Machines, Time Re- 
corders and Electric Time Systems, All- 
electric Writing Machines, Test Scoring 
Machines, Proof Machines, and Ticketo- 
graphs. 


An international Electric 
Accounting Machine 


An International Attend 
Time Recorder 


Hectric Writing 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building AINE 


590 MADISON AVENUE, NEW YORK, N. Y NACHINE? 


Branch Offices 
IN PRINCIPAL CITIES OF THE WORLD 














——————— ZS 








— Se ee ee eee 





